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Mexican  make 
Bringing  the  tortilla 
to  market 
Page  32 


UK  and  Germany  in  Kvaemer  group 
move  to  co-ordinate  considers  selling 
centre-left  policies  off  its  shipyards 


Regular  meetings  are  planned 
between  Gorman  and  British 
mWetere  to  cQscuas  policy  co- 
wdnebon.  Their  tortJKorrring  iotnt 
report  The  Way  Forward  tor 
Europe’s  Social  Democrats,  will 
be  a further  mark  at  the  growing 
closeness  of  the  two  centre-left 
governments.  Pegs  16 

ScMder  elected  at  party  chairman 
Gerhard  Schrflder,  the  German 
chancellor,  was  elected  chairman 
of  hie  Sodal  Democratic  party 
with  a high,  bat  not  overwhelm- 
ing, majority  indicating  he  stffl 
had  to  win  round  the  hearts  and 
minds  of  many  petty  members. 
Europe,  Page  2 

Test  may  not  (ft  suctions  hopes 

US  officials  described  India's 
weekend  ba&stic  missile  test  as 
regrettable  but  suggested  that 
the  launch  would  not  necessarily 
set  back  Indian  efforts  to  get  US 
nuclear  sanctions  fitted. 
Asla-Pecifie,  Page8 

Mo  and  Id  sight  for  IJbtar  impasse 
There  was  bttle  sign  of  agree- 
ment between  the  pro-8utish 
Utofer  Unionists  and  Sinn  FOm, 
the  IRA's  political  wing,  on  the 
eve  of  further  Northern  Ireland 
talks.  Britain,  Page  10 

tanwi  takss  softer  One  on  Russia 
Israel  sad  it  would  no  longer 
lobby  the  US  Congress  to  press 
for  sanctions  on  Russia  to  curb 
the  transfer  of  sensitive  technol- 
ogy for  Iran's  nuclear  missBe  pro- 
gramme. International,  Page  6 
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Man*  our  mused  irovn  mopitn 

Mahathir  Mohamad,  Malaysia's 
prime  minister,  was  due  to  start 
woric  after  being  released  from 
hospital  after  treatment  for  bron- 
chitis. Asia-Pacific,  Page  8 

Has  debits  on  ere  of  Algeria  pofl 

The  campaign  for  Algeria's  presi-  j 
den  rial  election  drew  to  a dose  , 

amid  aflegations  of  administrative  j 
bias  towads  Abdeiaziz  Spate-  ' 

fRka,  the  former  foreign  minister.  , 

International,  Page  6 I 

Banker  hopes  to  ba  Macao  chief 
Stanley  Au.  a 58-year-old  banker,  \ 
launched  his  bid  to  become  the  ( 
first  chief  executive  of  Macao,  , 

the  Portuguese  enclave  set  to  . 

return  to  mainland  Chinese  rule.  j 
Asto-PecttJc,  Page  8 t 

Duma  Mays  Mute  on  YeKstai  < 

The  Duma,  Russia's  lower  house  j 
of  parliament,  postponed  a ( 

debate  on  launching  impeach-  t 

merit  proceedings  against  Presi-  , 

dent  Boris  Yeltsin  until  the  mid- 
die  of  May.  Europe,  Page  3 < 

Turkey  delayed  on  pipeline  dad  < 

Turkey  conceded  it  was  unhkety  . 

to  seal  a rndfi-bWon  doter  pipe-  . 
fine  agreement  before  toocfions 
on  Sunday.  Trade,  Page  4 j 

Mdtougd  free  aftw  trial  k 

Susan  McDougal,  the  Chiton's  c 

former  WHtewater  partner,  was  , 

found  innocent  of  obstructing 
Kenneth  Starr’s  Whitewater 
investigation  end  the  judge 
dedared  a mistrial  on  two  more  M 

charges  against  her.  US.  Page  8 


Kvaemer,  the  troubled 
Anglo -Norwegian  engineering 
and  construction  group,  has 
C drawn  up  plans  to  sefl  off  its 
shipbuilding  activities.  The 
prospective  disposal  of  12  ship- 
yards in  Europe,  North  America 
and  south  east  Asia  could  signal 
the  break  up  of  one  of  the 
world's  largest  commercial  ship 
manutactwsra.  Companies  and 
Markets,  Page  17 

Hopes  that  Telecom  Italia  would 
attract  a "white  knight”  to  fend 
off  a hostile  C60.4bn  ($65bnl  bid 
from  Olivetti  were  fading  as 
potential  saviours  distanced 
themselves  from  Europe's  big- 
gest takeover  battle.  Companies 
and  Markets,  Page  17 

The  Chinese  Academy  of 
Sciences'  software  engineering 
centre  has  launched  an  operating 
system  called  ‘Nuwa’  to  compete 
with  Microsoft's  'Venus'  project. 
Trade,  Page  4;  Internet  music 
plan,  Page  9 

Varig,  the  Brazilian  airline,  has 
hired  Bankers  Trust  to  help  it 
renegotiate  si.abn  In  debts  owed 
to  banks,  leasing  companies  and 
suppliers.  Latin  American  com- 
panies, Page  18 

Deutsche  Bank  has  acquired  a 9.9 
per  cent  stake  in  BIG  Bank 
Gdanski,  Poland's  fifth  largest 
bank  and  one  of  the  few  remain- 
ing fisted  banks  without  a strate- 
gic foreign  investor.  European 
companies.  Page  21 

CBS  continued  Its  rapid-fire 
expansion  drive  with  three  deals 
worth  almost  $900m  extending 
its  interests  In  internet  retaffing 
and  entertainment  and  adding  a 
Dallas  TV  station  to  its  ca  Section. 
US  companies.  Page  18 

Mutual  Ufa,  the  first  Canadian  fife 
assurance  comp&iy  to  announce 
plans  to  demutualise,  said  its 
estimated  initial  market  value 
would  be  C$1.9bn-C$2.9bn 
(US$1  .25bn-USSl  52 bn).  Cana- 
dian companies,  Page  18 

British  Land,  the  UK  properly 
company,  is  to  launch  the  largest 
ever  European  property  securitis- 
ation bond,  a E1.54bn  ($2.5bn) 
issue  secukised  on  the  rental 
income  of  12  properties  in  Lon- 
don. UK  companies,  Page  24 


Nato  to  focus 

on  plight  of 
refugees  left 
inside  Kosovo 

Hundreds  of  thousands  trapped 
by  conflict  are  feared  starving 


By  Nafl  Buckley  and  Maunder  tttcofl  of  the  YugosL 
fei  Brussels  tenegro  boycc 

and  Guy  Dtamura  In  Belgrade  Vuk  Draskc 

— — - — uty  prime  mi 

Sato  signalled  it  would  urgently  attacks  bad  g! 
study  ways  of  getting  food  to  choice.  “We  S 
hundreds  of  thousands  of  refu-  part  of  the  & 
gees  trapped  inside  Kosovo,  as  It  Europe  attac 
intensified  efforts  yesterday  to  kovlc  said  in 
Involve  Russia  in  the  search  for  a are  forced  to 
solution  to  the  Yugoslav  crisis.  part  of  the  R 
The  concerns  about  another  fall  under  the 
looming  humanitarian  disaster  against  Nato.' 


oT  the  Yugoslav  republic  of  Mon 
tenegro  boycotted  the  vote. 

Vuk  Draskovic.  Yugoslav  dep- 
uty prime  minister,  said  Nato's 
attacks  bad  given  his  country  no 
choice.  “We  Serbs  wanted  to  be 
part  of  the  European  Union  and 
Europe  attacked  us,"  Mr  Dras- 
kovic said  in  an  interview.  “We 
are  forced  to  offer  our  state  as 
part  of  the  Russian  empire  and 
fall  under  the  Russian  umbrella 


1 within  Kosovo's  borders  were 
voiced  as  foreign  ministers  of  the 
19  Nato  countries  put  on  a dis- 
play of  unity  in  Brussels. 

liwy  vowed  to  continue  their 
air  campaign  against  Yugoslavia 
Tor  as  long  as  it  took"  to  per- 
suade Slobodan  Milosevic,  the 
Yugoslav  president,  to  accept 
Nato's  five  demands.  These 


include  pulling  his  forces  out  of  the  open. 


Analysts  in  Belgrade  said  the 
vote  was  largely  of  symbolic 
importance. 

In  Brussels,  Nato  foreign  minis- 
ters instructed  military  com- 
manders to  look  urgently  at  ways 
of  getting  food  and  aid  to  up  to 
700,000  people  driven  from  their 
homes  in  Kosovo.  About  250,000 
are  now  thought  to  be  living  in 


French  boas  to  court  am  pay 
An  executive  In  a leading  French 
company  - asubsfcfary  of 
defence  electronic*  group  Thom- 
aon-CSF  - appeared  in  a Ver- 
saHtee  court  accused  of  totting 
staff  work  overtime  without 
proper  pay.  Europe,  Page  3 


Renault  has  not  ruled  out  a sale 
of  Nissan  Diesel,  the  troubled 
truck-making  arm  of  Japan's 
Nissan  Motors,  the  French 
carmaker's  chairman  Louis 
Schweitzer  said.  European 
companies,  Pag#  21 

The  WTO  wiD  meet  next  Monday 
to  give  Washington  approval  to 
impose  sanctions  of  mwriy 
$20(kri  on  European  goods  hi  the 
tan ff-amnmg  US-EU  banana 
dispute.  Trade,  Page  4 

Japan's  10  leading  banks 
recovered  only  22.5  per  cent  of 
their  bad  loans  in  the  first  half  of 
fiscal  1998  - down  steeply  from 
the  previous  year.  Asia-Pacttkj 
news.  Paged 

Lex  on  takeovers 

Wrangles  over  new 
European  code 
few** 


Kosovo  and  allowing  refugees  to 
return  under  protection  of  an 
international  security  force. 

"The  message  is  clear,”  said 
Javier  Solatia , Nato  secretary- 
general,  “Nato  is  united,  we  have 
justice  and  right  on  our  side  and 
we  will  prevail." 

But  in  a propaganda  setback, 
the  alliance  admitted  last  night  it 
had  caused  a train  crash  In 
Serbia  near  the  Kosovo  border  in 
which,  Serbian  officials  said,  at 
least  10  civilians.  Including  a 
child,  b^L been  killed, „•  .... -- * 

Nato  insisted  the  bridge,  at 
Gredelica,  south  of  Nls,  was  part 
of  the  supply  lines  for  Yugoslav 
forces  and  there  was  no  intention 
to  hit  the  train. 

In  Belgrade,  Yugoslavia's  par- 
liament, meeting  for  the  first 
time  since  Nato  launched  its  air 
campaign  last  month,  voted  over- 
whelming]  y yesterday  to  apply  to 
join  a pan-Slav  alliance  with  Rus- 
sia and  Belarus.  Representatives 


Options  to  be  considered 
include  air  drops  of  food, 
although  these  are  hazardous,  or 
the  use  of  non-governmental 
organisations  to  gain  access  to 
the  province. 

Madeleine  Albright,  US  secre- 
tary of  state,  said  Mr  Milosevic 
would  be  brought  to  account  for 
any  harm  suffered  by  refugees  in 
Kosovo. 

Mrs  Albright  will  meet  Igor 
Ivanov,  the  Russian  foreign  min- 
ister, in  Oslo  today  after  several 
alliaiK^jnembprs  wargBd  that 
Russia  bad  to  oe  Involved  in 
efforts  to  find  a political  solution 
to  the  Kosovo  crisis. 

Their  comments  followed  warn- 
ings on  Friday  from  Boris  Yelt- 
sin, the  Russian  president,  that 
Nato  should  "not  push  us  too 
far". 


ChirwM  prime  mMatar  Zhu  Rons?  exchanges  mock  trading  signals  with  traders  after  a ceremonial  beU-rtngbig  in  the 
eurodollar  ftittees  pit  at  the  Chicago  Mercantile  Exchange  yesterday.  Mr  Zhu,  In  the  second  week  id  a ato-chy  tour  erf 
the  US,  rang  the  be!  and  flashed  thaCMnasa  hand  signal  for  “good  fortune”  Reuters 


France  lobbies  to  secure 
EU  competition  portfolio 


Kosovo  crista.  Page  % 

US  budget  tensions,  Page  9; 
Editorial  Comment,  Page  15 


Swedish  government 
in  turmoil  as  finance 
minister  walks  out 


By  Bams  footer  fii  Brussels 
and  Robert  Graham  In  Paris 

French  lobbying  to  secure  one  of 
the  most  powerful  posts  in  the 
European  commission  is  set  to 
trigger  a dispute  over  appoint- 
ments following  the  mass  resig- 
nation of  commissioners  last 
mouth. 

France  is  trying  to  secure  the 
job  of  European  competition  com- 
missioner - whose  reach  often 
extends  beyond.  European  bor- 
ders to  cover  international  deals 
with  a significant  impact  on  the 
European  market  - for  a French 
national. 

EU  beads  of  government  meet 
in  Brussels  tomorrow  to  discuss 
the  remit  of  Romano  Prodi,  the 
commission  president-designate, 
but  France's  early  pitch  for  the 
competition  job  has  already  ruf- 
fled British  feathers  and  alarmed 
competition  officials. 

"There  is  a very  serious  push 
by  the  French  up  to  the  very 
highest  levels,"  said  an  EU 
diplomat 

The  tension  gives  a foretaste  of 
the  hard  bargaining  that  will 


ensue  in  the  coming  weeks  as  Mr 
Prodi  attempts  to  piece  together 
a new  team  following  the  resigna- 
tions in  the  wake  of  fraud  and 
mismanagement  allegations. 

British  officials  Indicated  that 
the  UK  would  strongly  resist 
French  demands  for  the  competi- 
tion portfolio  because  of  fears 
that  a French  commissioner 
would  not  assess  cases  in  an 
even-handed  way,  particularly 
those  involving  state  aid. 

_ France  is  third  in  the  EU 
league  table  of  government  subsi- 
dies to  manufacturers,  behind 
Germany  and  Italy,  and  has  been 
at  loggerheads  with  the  Commis- 
sion for  years  over  large  capital 
infections  to  bail  out  the  troubled 
state-owned  bank  Credit  Lyon- 
nais. 

France  is  expected  to  point  out 
to  Mr  Prodi  that  It  is  fully  con- 
verted to  the  competition  cause, 
presides  over  its  own  competition 
policy  and  b as  improved  its 
record  on  subsidies. 

French  officials  yesterday 
refused  to  comment  on  negotia- 
tions, but  in  private  several 
admitted  Fiance  was  interested 


in  gaining  the  competition  post, 
one  of  the  few  commission  portfo- 
lios that  the  country  has  never 
held. 

France  argues,  that  competition 
has  been  in  British  and  German 
hands  for  too  long  and  that  it  is 
now  its  turn  to  take  control  of 
the  area. 

The  competition  commissioner 
presides  over  all  the  mergers. 
Joint  ventures  and  state  aid  cases 
submitted  for  Commission 
approval,  but.  also  has  the  power 
to  launch  investigations  Into  sus- 
pected cartels  and  abuses  of  dom- 
inant positions.  The  commission- 
er’s recommendation  on  cases  is 
almost  always  followed  by  the 
fufi  commission. 

Traditionally  the  post  has  gone 
to  commissioners  from  small 
countries.  Karel  Van  Miert,  a Bel- 
gian, is  the  current  acting  com- 
missioner. 

"The  idea  of  having  a commis- 
sioner from  a country  which 
produces  a steady  stream  of  cases 
is  a bit  daunting, ” said  an  EU 
official 
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By  Tim  Borland  Mcbobs  Gangs 
ta  Stockholm 

The  Swedish  government  was 
thrown  Into  turmoil  yesterday  by 
the  abrupt  resignation  of  Erik 
As  brink,  the  finance  minister, 
after  an  acrimonious  row  with 
the  prime  minister  over  tax 
reforms. 

Mr  Asbrlnk  quit  after  accusing 
Gdran  Persson  of  undermining 
his  position  on  a series  of  policy 
issues  - culminating  in  a week- 
end television  interview  in  which 
the  prime  minister  hinted  at  tax 
cuts  of  SKrlSbn-SKrtObn  (Sl  .Sbn- 
S2.4bn)  next  year. 

The  departure  of  Mr  Asbrlnk, 
finance  minister  since  1996.  came 
two  days  before  he  was  due  to 
reveal  the  spring  budget  and  was 
described  by  Swedish  economists 
as  a "body  blow"  for  the  govern- 
ment. Opposition  politicians 
called  for  a snap  general  election. 

At  a hastily  arranged  press 
conference  in  Stockholm,  Mr 
Asbrlnk  said  he  no  longer 
enjoyed  the  support  or  confi- 
dence or  the  prime  minister. 
“Over  a period  this  has  made  my 
task  as  finance  minister  impossi- 
ble," be  added 

The  fiscally  prudent  Mr 
Asbrlnk  favoured  only  limited 
tax  cuts  beginning  in  2001.  But 
the  prime  minister,  his  predeces- 
sor as  finance  head,  made  clear 
that  a growing  surplus  in  public 
finances  could  permit  more  rapid 


tax  reform.  Sweden  has  the  high- 
est income  taxes  to  the  industria- 
lised world,  with  a top  marginal 
tax  rate  of  56.7  per  cent  and  a 
genera]  rate  of  36.4  per  cent. 

Mr  Asbrlnk  said  the  prime  min- 
ister’s comments  had  come  as  a 
complete  surprise,  adding  that 
they  were  based  on  economic 
forecasts  that  conflicted  with 
those  to  be  announced  by  the 
government  in  its  budget  tomor- 
row. He  sabl  the  prime  minister 
had  made  the  budget  irrelevant 

Mr  Persson  admitted  there  bad 
been  differences  with  his  finance 
minister  but  said  the  broad 
thrust  of  economic  policy  would 
remain  unchanged.  "We  had  a 
conflict,  but  1 am  puzzled  by  his 
resignation.  He  has  been  a 
famous  tax  reformer,"  he  added. 

He  yesterday  named  Boss* 
Ringholm.  the  relatively 
unknown  chairman  of  the 
National  Labour  Market  Board, 
as  the  new  finance  minister,  tra- 
ditionally the  second  most  influ- 
ential post  in  Swedish  govern- 
ment. Mr  Ringholm  said  there 
would  be  no  changes  to  the  bud- 
get and  sought  Ur  reassure  tbs 
markets  that  he  would  continue 
with  the  multi-party  negotiations 
an  reforming  fiscal  policy. 

Stocks  fell  almost  l per  amt  to 
3,524.90  points,  with  banks  and 
financials  worst  hit 


lis^psfei  exposes  iffts,  Pegs  3 
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KOSOVO  CRISIS  RUSSIA  AND  BELARUS 


BACK  SLAVIC  UNION  ■ NATO  CONSIDERS  LONG-TERM  FUTURE  OF  PROVINCE  ■ ALBANIA  WARNS  OF 


SPREADING  CONFLICT  ■ WAR  TO  DOMINATE  EBRD 


Slavic  union 


‘largely  symbolic’ 


By  Andrew  Jack  ami  John 
Hiomhffl  in  Moscow  and 
Guy  Dinmore  in  Belgrade 

The  offer  by  Russia  and 
Belarus  to  include  Yugo- 
slavia in  a three-way  Slavic 
union  has  enormous  sym- 
bolic significance  but  little 
practical  impact,  according 
to  political  leaders  in 
Moscow  and  Minsk. 

The  move  highlights  the 
depth  of  feeling  in  Russia 
and  Belarus  to  help  their 
Serbian  “brothers"  but  also 
illustrates  the  limited 
options  available  to  them. 

While  forcefully  condemn- 
ing Nato's  attacks  on  Yugo- 
slavia, Russia  and  Belarus 
have  made  clear  they  will 
not  be  sucked  into  any  mili- 
tary confrontation  in  the 
Balkans. 


Both  countries  are  also  in 
a poor  position  to  provide 
material  aid  to  Yugoslavia 
because  of  the  parlous  state 
of  their  economies. 

Igor  Ivanov,  the  Russian 
foreign  minister,  said  Russia 
looked  favourably  on  the 
idea  of  Yugoslav  participa- 
tion in  the  union  while  giv- 
ing few  details  of  a timetable 
or  exactly  how  such  a politi- 
cal entity  might  operate. 

In  Minsk.  Vladimir  Kano- 
plev,  vice  speaker  of  the 
lower  house  of  parliament, 
said  his  compatriots  were 
keen  to  show  their  solidarity 
with  Yugoslavia  but  also 
highlighted  the  practical  dif- 
ficulties of  forging  a mean- 
ingful political  union. 

“Yugoslavia  finds  itself 
today  in  profound  isolation 
and  needs  moral  and  polzti- 


offer 

cal  support  more  than  ever." 
he  said.  "I  think  that  the 
majority'  of  Belarussans  and 
Russians  will  support  this 
union.” 

Yugoslavia's  parliament, 
meeting  for  the  first  time 
since  Nato  launched  its  air 
campaign,  voted  overwhelm- 
ingly yesterday  to  apply  to 
join  a pan-Slavic  alliance 
with  Russia  and  Belarus. 

The  driving  force  behind 
the  vote  was  Vojislav  Seselj, 
leader  of  the  ultra-national- 
ist Radical  party  who  had 
campaigned  for  the  alliance 
a year  ago  but  apparently 
only  recently  got  the  support 
of  President  Slobodan's  Mil- 
osevic's Socialists,  the  domi- 
nant party  in  the  twin  Ser- 
bian and  federal  Yugoslav 
governments. 

Vuk  Draskovic,  a Yugo- 


slav deputy  prime  minister 
said  yesterday  Russia's  for- 
eign minister,  Mr  Ivanov, 
was  in  a very  strong  position 
going  into  talks  in  Oslo 
today  witb  Madeleine 
Albright,  the  US  Secretary  of 
State. 

“There  is  a tremendous 
explosion  of  emotions  in 
Russia  to  do  something  more 
effective  to  protect  Serbia. 
There  is  a great  danger  of 
Ivanov  and  Yeltsin  losing 
power, " be  said. 

Gennady  Zyuganov,  leader 
of  the  Russian  communist 
party,  was  “half-way  to  the 
throne",  he  added. 

Mr  Milosevic,  whose 
brother  Boris  is  Yugo- 
slavia's ambassador  to 
Moscow,  was  hoping  for  a 
change  in  power  in  Russia 
that  would  lead  to  military 


support  for  Belgrade. 

it  was  Gennady  Seleznyev. 
the  Communist  speaker  of 
the  Duma,  the  Russian  lower 
house  of  parliament,  who 
raised  the  idea  of  a union 
last  Friday  after  meeting  Mr 
Milosevic. 

Mr  Seleznyev  also 
suggested  that  the  idea  had 
been  received  positively  by 
President  Boris  Yeltsin. 

Striking  a note  of  caution, 
however.  Sergei  Prikhodko. 
Mr  Yeltsin's  chief  foreign 
policy  adviser,  said  on  Rus- 
sia radio  yesterday  that  "the 
main  emphasis  now  is  on 
deepening  the  Russian -Bela- 
rus union". 

He  added  that  the  inclu- 
sion of  other  countries  could 
be  taken  "only  after  in-depth 
analysis  of  the  entire  legal 
situation  and  considering 


the  national  interests  of  Rus- 
sia". 

Russia  and  Belarus,  both 
former  Soviet  republics, 
began  seriously  discussing  a 
union  in  1996  in  the  build-up 
to  Mr  Yeltsin's  re-election 
campaign. 

Alexander  Pikaev  of  the 
Carnegie  Moscow  Centre 
said  the  initiative  reflected 
Mr  Yeltsin's  desire  to  be 
seen  as  “not  just  the  master 
of  the  collapse  of  the  Soviet 
Union  but  someone  capable 
of  integrating  countries". 

He  said  the  union  had 
already  led  to  a simplifica- 
tion of  customs  and  passport 
controls  between  the  two 
countries,  Russian  assis- 
tance along  the  Belarus  bor- 
der witb  Lithuania,  and  lim- 
ited attempts  at  economic 
union. 


Nato  ministers  ponder  future  of  Kosovo 


By  Alexander  IficoH  and 
Neil  Buckley  in  Brussels 

Nato  foreign  ministers 
yesterday  turned  their  atten- 
tion to  the  longer  term  for 
Kosovo,  admitting  that 
arrangements  set  oat  in 
peace  talks  at  Rambouillet 
in  France  would  have  to  be 
amended  in  the  light  of  Serb- 
ia's expulsion  of  hundreds  of 
thousands  of  ethnic  Alba- 
nian Kosovars  from  their 
homes. 

Madeleine  Albright,  US 
Secretary  of  State,  called  for 
an  “integration  strategy", 
telling  fellow  Nato  foreign 
ministers  in  Brussels  that 
“our  explicit  goal  should  be 


to  transform  the  Balkans 
from  Europe's  primary 
source  of  instability  into  an 
important  part  of  its  main- 
stream. 

Javier  Solana,  Nato  sec- 
retary-general. said  minis- 
ters agreeing  a comprehen- 
sive approach  to  stabilising 
the  region  “should  address 
the  political,  economic,  secu- 
rity and  humanitarian 
aspects".  It  would  involve  a 
number  of  institutions  “but 
Nato  will  have  its  role  to 
play". 

Hubert  Vedrine,  France's 
foreign  minister,  said  the 
main  principles  of  Rambouil- 
let remained  applicable  but 
it  would  need  to  be  amended 


to  reflect  the  refugee  situa- 
tion. The  UN  Security  Coun- 
cil would  play  a key  part  in 
reconstruction  efforts,  he 
said,  and  a Nato  official 
agreed  a UN  mandate  would 
be  essential  for  a planned 
peacekeeping  force  as  in 
Bosnia. 

Nato's  precise  presence  in 
that  force  is  one  of  the 
immediate  issues,  with  min- 
isters  apparently  backing  off 
slightly  from  insisting  it  be 
led  in  name  by  Nato.  This 
may  be  intended  to  attract 
Russian  involvement  - min- 
isters  have  stressed  repeat- 
edly their  desire  to  have 
Moscow  play  a fill!  role  in 
the  solution  for  Kosovo. 


Mrs  Albright  and  Robin 
Cook.  UK  foreign  secretary, 
said  Nato  troops  would  form 
the  core  of  the  force,  which 
under  present  plans  would 
number  30,000.  and  would 
come  under  Nato's  military 
command  structure.  How- 
ever, Mr  Solana  conceded  “it 
may  have  another  label". 

A second  important  issue 
will  be  the  status  of  Kosovo, 
which  under  the  Rambouil- 
let terms  f signed  by  Kosovar 
Albanian  representatives  but 
not  the  Serbian  government) 
was  set  to  gain  a substantial 
degree  of  autonomy  but  to 
remain  part  of  Serbia. 

There  have  been  sugges- 
tions that  in  light  of  the  Ser- 


bian offensive  against  the 
Kosovars  it  should  become 
an  international  protector- 
ate. Ministers  stressed  the 
primary’  goal  was  to  secure 
the  return  of  refugees  to 
their  homes. 

"There  are  discussions 
going  on  about  how  to 
achieve  our  goals."  Mrs 
Albright  said.  Partition  of 
Kosovo  was  not  an  option, 
several  ministers  said. 

Nato's  objectives,  affirmed 
at  the  Brussels  meeting,  are 
to  obtain  a verifiable  stop  to 
all  military  action  in  Kos- 
ovo. withdrawal  of  all  Yugo- 
slav forces,  stationing  of  an 
international  military  pres- 
ence. unconditional  safe 


return  of  all  displaced 
people,  and  assurance  of  Bel- 
grade's willingness  to  work 
within  the  Rambouillet 
framework. 

A further  uncertainty  is 
the  point  2t  which  Nato 
would  consider  it  appropri- 
ate to  send  in  its  peacekeep- 
ing force. 

Nato  is  united  in  not  plan- 
ning a hostile  invasion,  say- 
ing it  would  only  send 
ground  troops  into  a “per- 
missive environment”. 

However,  this  could  mean 
simply  that  Serb  forces  were 
□o  longer  in  any  condition  to 
resist  - a point  which  mili- 
tary commanders  say  is  still 
some  way  off. 


ALBANIAN  BORDER  MORTAR  ATTACKS  CONTINUE 

Yugoslavia  accused 
of  widening  conflict 


By  Stefan  Wagstyl  In  Tirana 


Albania  yesterday  accused 
Yugoslavia  of  trying  to 
spread  conflict  beyond  its 
borders  after  at  least  three 
Albanians  were  killed  and 
about  16  others  were 
wounded  when  Serb  forces 
fired  mortars  across  the 
Yugoslav-AIbanian  frontier. 

The  shelling  of  the  frontier 
village  of  Tropoje  started 
late  on  Sunday  and  contin- 
ued yesterday  with  explo- 
sions heard  all  day. 

The  attack  came  after 
three  days  of  fighting  in  the 
region  between  Serb  forces 
and  guerrillas  of  the  Kosovo 
Liberation  Army,  which 
infiltrates  Kosovo  from 
bases  inside  Albania- 

Three  Albanian  villagers 
died  on  Sunday  and  there 
were  unconfirmed  reports  of 
two  more  deaths  yesterday, 
according  to  the  Organisa- 
tion for  Security  and 
Co-operation  in  Europe, 
which  monitors  the  border. 
Also,  since  Friday  four  KLA 
fighters  have  been  killed  on 
the  Albanian  side  of  the 


frontier  and  three  injured. 

A Frenchman,  possibly  a 
journalist  covering  the  KLA, 
has  been  seriously  hurt 

Paskal  Milo,  the  Albanian 
foreign  minister,  accused 
Yugoslavia  of  attempting  to 
provoke  a wider  conflict  to 
distract  attention  from  the 
ethnic  deansing  in  Kosovo. 
He  urged  Nato  to  use 
Albania  as  a base  not  only 
for  humanitarian  aid 
operations  but  also  for 
attacks  against  Yugoslavia. 

Nato  is  deploying  8,000 
troops  in  Albania  in  opera- 
tion Allied  Harbour  to  sup- 
port relief  operations  for 
Kosovar  refugees.  Its  local 
commander,  Lieutenant  Gen- 
eral John  Rerth  of  the  UK, 
head  of  Allied  Command 
Europe  Mobile  Force/Land, 
has  established  a base  In 
Tirana. 

Nato  troops  are  already 
active,  notably  at  Tirana  air- 
port, where  they  have  set  up 
facilities  Including  a field 
hospital.  Nato  must  cope 
with  the  fact  that  the  Tirana 
government's  writ  is  weak  In 
certain  regions,  including 


the  northern  border,  where 
the  KLA  is  based. 

The  KLA  operates  openly 
in  Albany  the  only  country 
which  recognises  Kosovo's 
independence. 

The  KLA's  operational 
freedoms  are  not  covered  by 
any  formal  agreements  with 
Tirana,  in  contrast  to  Nato's, 
which  were  approved  last 
week  by  parliament.  Gramoz 
Pashka,  the  prime -minister's 
adviser,  said:  “The  KLA 
don't  have  permission..  They 
just  do  it  Albania  is  a very 
weak  state. . . They  (the 
KLA)  are  Albanians.  It 
would  be  shameful  not  to 
host  them.”  The  support 
extends  to  caring  for 
wounded  KLA  fighters. 

Ismail,  one  of  the  men 
wounded  over  the  weekend 
was  yesterday  recovering  in 
a Tirana  military  hospital 
The  28-year-old  guerrilla, 
hurt  by  a grenade  as  he  was 
heading  out  of  Kosovo,  said: 
HZ  am  determined  to  return 
to  the  fighting  as  soon  as  2 
can." 

Tirana  has  been  careful  to 
avoid  whipping  up  pan-Alba- 


nian sentiment  by  proclaim- 
ing support  for  the  KLA  too 
loudly  and  possibly  inviting 
Serb  retribution.  Instead, 
ministers  have  said 
Albania's  role  lies  in  co-oper- 
ating with  Nato. 

The  government  hopes 
that  by  sheltering  under  the 
Nato  umbrella  it  can  limit 
Albania’s  direct  exposure  to 
possible  Serb  attacks.  Minis- 
ters also  think  that  close 
co-operation  with  Nato  could 


eventually  help  Albania's 
entry  into  the  alliance, 
though  this  is  unlikely  to 
happen  soon. 

However,  the  government 
is  also  concerned  that  the 
country  should  not  be 
turned  into  a Nato  protector- 
ate, even  though  it  has 
granted  control  of  its  airport, 
ports  and  other  strategic 
points  to  Nato. 

Meanwhile,  Tirana  put  at 
$SOOm  the  estimated  cost  of 


caring  for  refugees  to  the 
year-end.  This  includes 
SSOOrn  in  direct  humanitar- 
ian costs  to  be  borne  by 
international  aid  agencies 
and  S20Cm  in  Albanian  gov- 
ernment costs,  which  covers 
health  care,  education  and 
similar  services  as  well  as 
tax  losses  caused  by  eco- 
nomic disruption.  The  esti- 
mate is  based  on  -400.000  ref- 
ugees, compared  with  some 
300,000  now  in  Albania. 


War  expected 
to  overshadow 


EBRD 


By  Kevin  Done, 

Fret  Europe  Correspondent 

The  war  in  Yugoslavia  is 
expected  to  overshadow  the 
anynrai  meeting  of  the  Euro- 
pean Bank  for  Reconstruc- 
tion and  Development 
(EBRD),  beginning  in  Lon- 
don at  the  weekend  amid 
concern  about  growing  risks 
for  investment  in  the  region. 

Horst  KOhler,  EBRD  presi- 
dent. said  yesterday  that  the 
bank  would  talk  with  other 
international  institutions  at 
the  meeting  to  discuss  sup- 
port for  investment  in  coun- 
tries bordering  Yugoslavia  - 
especially  Albania.  Macedo- 
nia and  Bosnia-Hercegovina. 

The  EBRD  has  to  date 
committed  €256m  ($2 78 -2ml 
to  24  projects  in  the  three 
countries.  Mr  KOhler  said 
“every  effort"  would  be 
made  to  safeguard  these  pro- 
jects. “We  are  committed  to 
preparing  further  efforts  to 
contribute  to  the  restructur- 
ing process  after  the  crisis.'’ 

Before  the  conflict 
erupted,  said  Mr  Kohler,  the 
bank  had  “a  strong  pipeline 
of  potential  new  invest- 
ments" totalling  close  to 
Cl 00m  in  the  three  countries 
most  affected  by  the  Kosovo 
crisis,  excluding  Yugoslavia 
itself. 

After  the  former  Yugo- 
slavia collapsed  in  1991  and 
1992,  the  former  Yugoslav 
republics  of  Slovenia,  Croa- 
tia, Macedonia  and  Bosnia- 
Hercegovina  became  mem- 
bers of  the  EBRD  in  their 
own  right. 

Rump  Yugoslavia,  com- 
prising Serbia  (including 
Kosovo)  and  Montenegro, 
has  remained  excluded  as 
part  of  the  “outer  wall"  of 
financial  sanctions  agreed  in 


the  1995  Dayton__  peace 
accord,  as  part  of  .effort*  to; 
persuade  Belgrade  in  agree 
to  reforms  in  Koeoyo. 

Yugoslavia  is  the  only  part 
of  former  communist  east 
Europe  that  is  not  a counfry 
of  operations  for  the  EBRD.  • 
It  also  remains  excluded 
from  International  Monetary . 
Fund  and  World  Rack  mem- 
bership. 

Mr  KOhler  said  that  any 
plan  for  future  EBRD  Invest-:' 
meats  in  Kosova  would 
“depend  on  political  develop- 
ments”. 

The  conflict  would  have 
an  adverse  effect  on  the  eco- 
nomic  development  at  the 
Balkan  region,  and  followed 
the  economic  and  financial 
crisis  in  Russia,  which  had 
seriously  undermined  the 
economic  development . of 
east  Europe  last  year.  ... 

The  economic  environ- 
ment In  the  region  had 
“abruptly  changed”  In  the', 
past  year. 

Mr  KOhler  said  the  EBRD 
was  forecasting  a further  fall 
of  about  5 per  cent  in  grow 
domestic  product  in  Russia 
this  year  and  a Sail  of  4 per 
cent  overall  in  the  Common-: 
wealth  of  Independent  States 
(CIS),  with  output  also 
declining  in  Belarus,  Kaz- 
akhstan, Moldova  and 
Ukraine.  . 

Growth  in  central  and  east 
Europe  (excluding  the  CIS) 
is  forecast  to  remain . at . 
about  3 per  cent  this  year 
despite  continuing. 
in  Romania.  ’ 

The  Russian  crisis  pushed 
the  EBRD  into  a net  loss  of 
€26L2m  (S304m)  last  year,  its 
first  loss  for  six  years,  as  it  - 
was  forced,  to  more  than  tad- 
pie  provisions  to  €558.1m. 
largely  because  of  Russia.-  • - 


Annan  ready  to 
talk  to  Milosevic 


By  David  White  in  Madrid 


Kofi  Annan,  United  Nations 
secretary  general,  said  yes- 
terday he  had  not  abandoned 
hope  of  securing  a Kosovo 
peace  deal  and  would  be 
ready  to  talk  directly  to 
Yugoslavia's  President 
Slobodan  Milosevic. 

Mr  Annan  said  he  had  sent 
a personal  message  to  Mr 
Milosevic  last  Friday,  at  the 
same  time  as  putting  for- 
ward a five-point  proposal 
involving  the  deployment  of 
a broadly  based  interna- 
tional force  in  Kosovo. 

“I  have  not  heard  from 
him,  of  course."  he  said  dur- 
ing a visit  to  Madrid.  “But  I 
have  not  given  up." 

Mr  Annan  also  described 
Moscow  as  playing  a “con- 
structive" role  in  the  crisis 
and  said:  “It  is  essential  that 
we  work  with  them." 

HJs  five-point  proposal. 


made  in  Geneva,  called  on 
Yugoslavia  to  cease  ”inthnf- 
dation  and  expulsIoiTof 
civilians  from  Kosovo,  halt 
Its  military  activity  -ind 
withdraw  troops,  allow  refu- 
gees to  return,  accept  the 
deployment  of  an  interna- 
tional force  in  the  province 
and  allow  its  compliance  to 
be  monitored.  By  “interna- 
tional” he  implied  a force 
including  non-Nata  froqps,; 

If  Belgrade  acclptedukil 
these  conditions,  Mr  Annan 
would  urge  Nato  to  stop  its 
bombing  of  Yugoslavia.  :He 
said  be  hoped  Mr  Milosevic 
would  take  the  proposals 
seriously. 

Jos§  Marla  Aznar.'  Spain’s 
prime  minister,  voiced  sup- 
port for  the  UN-pJkn.  At  the 
same  time,  he  said  Spain 
would  take  part  lh  Nato. 
troop  deployments  . to 
Albania  to  help  refugees 
from  Kosovo. 


GERMAN  POLITICS  CHANCELLOR  ELECTED  CHAIRMAN  OF  GOVERNING  PARTY 


Schroder  backed  as  SPD  head 


By  Haig  Snmxdan  ta  Bonn 


Gerhard  SchrOder, . the 
German  chancellor,  was 
yesterday  elected  chairman 
of  his  governing  Social 
Democratic  party  with  a 
high,  but  not  overwhelming, 
majority  indicating  he  still 
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had  to  win  round  the  hearts 

and  minds  of  many  party  lildUStnal  PFOdllCtlOfl  UD  1.5% 

members. 


Nearly  76  per  cent  of 
delegates  at  a special 
congress  backed  the 
chancellor.  However,  the 
proportion  was  one  of  the 
lowest  in  the  SPD's  history, 
reflecting  residual  resistance 
and  suspicion  towards  Mr 
Schroder,  especially  among 


German  industrial  production 
rose  1.5  per  cent  in  January 
and  February  compared  with 
the  last  two  months  of  1998, 
according  to  Bom  finance 
ministry  figures  yesterday, 
writes  Ra|ph  Atkins  in 
Bonn. 

Although  the  figures  are 


volatile  and  could  have  been 
helped  by  the  weather,  they 
lifted  hopes  Germany  would 
avoid  a fall  in  gross 
domestic  product  in  a 
second  consecutive  quarter, 
after  a 0.4  per  cent  drop 
In  the  last  three  months 
of  1998. 


leftwingers. 


’ The  chancellor 

acknowledged  the  task 
ahead  of  Him  In  self 
deprecatory  remarks.  He 
admitted  it  would  take  time 
to  get  the  party  to  love  him, 
and  that  his  election  margin 
- which  he  had  described  in 
a weekend  interview  as 
satisfactory  - left  space  for 
improvement.  “This  result  is 
better  than  rd  expected,  but 
could  go  up.  FA  try  to  do 
that  through  hard  work”. 

However,  Mr  Schrflder’s 
growing  hold  over  the  party 
was  reflected  In  delegates’ 
easy  rejection  of  leftwing 
attempts  to  water  down  a 
motion  backing  Germany’s 
involvement  in  Nato 
military  action  against 
Yugoslavia. 

The  chancellor  and  Rudolf 
Scharping,  defence  minister 
jwiri  deputy  party  chairman, 
deflected  a leftwing  and 
pacifist  attempt  to  rule  out 
any  use  of  German  ground 
troops  in  any  fighting. 


However  both  emphasised 
Bonn  had  no  intention  of 
deploying  troops. 

Devoting  at  least  half  his 
one  hour  speech  to  Kosovo, 
the  chancellor  stressed  the 
need  to  find  a political 
solution  to  defuse  tension 
once  the  fighting  was  over. 

He  said  that  would  require 
two  things:  a much  bigger 
Russian  role  and  massive 
financial  aid  from  the  west 

Calling  for  a new  Marshall 
plan  for  the  region,  he 
accepted  Germany  would 
have  to  shoulder  much  of 
the  financial  .burden. 

"But  war  Is  even  more 
expensive”. 

Mr  SchrOder  said  he  talked 
constantly  with  Boris 
Yeltsin,  the  Russian 
president,  and  Yevgeny 
Primakov,  the  prime 
minister. 

Bonn  has  In  the  past  week 
called  for  a special  summit 
meeting  of  the  Group  of 


Seven  leading  western 
. industrial  nations  and 
Russia  to  discuss  tbe  crisis. 

However,  he  denied  such 
Initiatives  represented  any 
dilution  of  Germany’s 
commitment  to  Nato.  Before 
the  crucial  vote  on  the 
Kosovo  motion,  the 
chancellor  called  on 
dissidents  in  his  party  not  to 
weaken  the  government 
after  Bonn  had  won  such 
standing  among  Nato 
partners  for  its  resolute 
approach. 

Despite. the  chancellor's 
oratory,  the  warmest 
applause  went  to  Erhard 
Eppler,  a veteran  SPD 
leftwinger,  who  strongly 
backed  the  government  line. 

In  an  emotionally  charged 
address,  Mr  Eppler  said  he 
and  others  who  had  marched 
in  the  1960s  against  war  hart 
come  to  recognise  dictators 
had  to  be  shown,  “that  there 
is  always  someone  stronger”. 


Rate  cut  raises  issues  of  growth 

d ^HVeK°  ^ a,stimulant  t0  the  euro-zone  economies  or  an  exercise  of 
Bundesbank-style  focus  on  anti-inflationary  priorities? 

Mrs  Hamalainen  said.  "Nei- 


ECB  watch 


By  Tony  Baber  in  Frankfurt 


Like  traffic  lights  flashing 
simultaneously  red  and 
green,  the  latest  signals  from 
the  European  Central  Bank 
are  as  intriguing  as  last 
week’s  interest  rate  cut. 

Tbe  bigger  than  expected 
0-5  percentage  point  cut  in 
the  ECB's  main  refinancing 
rate  last  Thursday  led  many 
economists  to  conclude  that 
the  young  bank  was  already 
displaying  sensitivity  to  the 
need  to  stimulate  economic 
growth  in  the  euro-zone. 

In  this  respect,  its  behav- 
iour struck  some  as  more 
akin  to  that  of  the  US  Fed- 
eral Reserve  under  Alan 
Greenspan  than  to  that  of 
Germany's  Bundesbank  in 
its  anti-inflationary  heyday. 

Yet  two  ECB  executive 
board  members,  Otmar  Iss- 
ing  of  Germany  and  Sirkka 
Hamalainen  of  Finland,  took 
pains  last  weekend  to  deny 
that  concern  for  economic 
growth  had  prompted  the 
cut  from  3 per  cent  to  2.5  per 
cent.  "The  future  develop- 
ment of  prices  and  monetary 
aggregates  are  the  two  pil- 
lars of  our  stability-oriented 
monetary  policy  strategy, ” 


ther  economic  growth  nor 
business  confidence  count  as 
goal  variables  for  us." 

A similar  message  came 
from  Mr  Issing.  “Price  stabil- 
ity is  the  ECB's  priority  goal. 
The  [European  Union’s] 
Maastricht  treaty  is  much 
clearer  about  this  than  was 
the  Bundesbank's  statute." 

These  remarks  contrasted 
with  the  explanation  given 
for  the  rate  cut  by  Wim 
Duisenberg,  the  ECB  presi- 
dent. He  said  the  move  was 
intended  to  help  create  a 
climate  in  which  the  euro- 
zone's growth  potential 


could  be  exploited. 

Moreover,  he  played  down 
the  fact  that  annual  M3 
money  supply  growth  is  run- 
ning fester  than  the  ECB’s 
so-called  reference  value  of 
4-5  per  cent.  In  pre-euro 
times,  a Bundesbank  presi- 
dent might  not  have  been  so 
relaxed  about  the  money 
supply. 

With  Germany,  Italy  and 
some  other  euro-zone  econo- 
mies in  less  than  prime 
health,  and  with  hardly  any 
inflationary  threat  in  sight, 
it  made  perfect  sense  for  the 
ECB  to  cut  rates  last  week. 
Indeed,  the  bank  might  have 


acted  earlier,  had  it  not  been 
for  the  public  pressure 
exerted  on  it  from  January 
to  March  by  the  then  .Ger- 
man finance  minister,  Oskar 
Lafontaine.  Yet  the  ECB 
itself  contends  that  rate  cuts 
will  not  stimulate  the  euro- 
zone as  much  as  they  do  In 
the  US.  because  labour  and 
products  markets  are  too 
heavily  regulated  in  most 
European  economies. 

Hence  the  need  for  euro- 
zone governments  to  liberal- 
ise and  reform  their  econo- 
mies. If  there  is  one  thing  all 
ECB  board  members  agree 
on,  it  is  this. 
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Tax  cuts  seen  as  last  straw 

Swe.den’s  finance  minister  yesterday  reflects  a 
P h the  premier,  write  Tim  Burt  and  Nicholas  George 


Apolitical  fault  line  was 
exposed  in  Scandina- 
via’s largest  -economy 
yesterday  when  Erik 
Asbrink  walked  out  as  the 
finance  minister  of  Sweden. 

Tne  52-y ear-old , economist 
resigned  after  complaining 
bitterly  that  he  and  his  poli- 
cies had  been  increasingly 
overshadowed  by  unscripted 
comments  and  policy  state- 
ments from  GSran  Persson, 
the  prime  minister. 

^ben  Mr  Persson 
suggested  that  the  outlook 
for  the  Swedish  economy 
was  so  strong  that  cuts 
could  be  brought  forward,  it 
proved  the  last  straw  far  his 
disgruntled  finance  , minister. 

“It  is  a deep  nit  that  has 
been  brewing  for  some 
time."  says  Klas  Ekiund. 
chief  economist  at  SEB.  “It 
is  obvious  that  Mr  Persson 
has  been  calling  the  shots 
and  Erik  did  not  like  it." 

Mr  Asbrink *s  departure 
has  focused  attention  on  Mr 
Persson’s  leadership  style. 


described  by  many  Swedish 
commentators  as  bullying 
and  authoritarian.  Given 
that  Mr  Asbrink  is  the  third 
senior  minister  to  leave  the 
government  since  last  Sep- 


over  his  support  within  the 
Social  Democrat  leadership. 

Yesterday,  however.  Mr 
Persson  showed  no  signs  of 


cent  in  2002. 

The  prime  minister  argued 
that  the  surplus  could  create 
scope  for  tax  cuts  sooner 


press  briefing.  But  then,  the 
prime  minister  was  referring 
to  management  of  the  econ- 
omy rather  than  the  attri- 
tion rate  among  cabinet  col- 


His  assurances  that  the 
government  would  pursue 
prudent  economic  policies 
helped  reassure  the  markets, 
and  reminded  analysts  that 
it  was  Mr  Persson  rather 
than  Mr  Asbrink  who.  as 
finance  minister,  helped 
restore  Swedish  public 
finances. 

In  the  mid  1900s.  Mr  Pers- 


central  bank  governor, 
wanted  to  use  the  surplus 
first  to  reduce  to  the  central 
government  debt. 

The  finance  minister  was 
also  credited  with  reforming 
the  budget  process  which 
gives  the  government  much 
stronger  control  of  expendi- 
ture by  having  the  budget 
bill  voted  on  as  a single  mea- 
sure and  by  setting  clear 
spending  limits  over  a three- 
year  period. 

Mr  As  brink's  weakness 
has  been  in  finding  a clear 
role  for  himself  when  the 


EUROPE 


son  imposed  a tight  spend- 
ing squeeze  and  raised  taxes 
to  reverse  a double  digit  defi- 
cit in  public  finances.  This 
year,  that  policy  is  expected 
to  pay  off  with  a surplus  of 


timber's  general  election,  it  about  1 per  cent,  possibly 
has  also  raised  questions  rising  to  more  than  3 . per 


regret  and  even  referred  to  rather  than  later.  But  Mr. 
“business  as  usual"  at  a Asbrink,  the  son  of  a former 


Erik  Asbrink  resigned  yesterday,  accusing  the  prune  ministar  of  undermining  his  position 


policies  of  austerity  have 
been  so  closely  connected 
with  Mr  Persson. 

The  two  say  that  this  has 
not  been  a problem,  but  this 
has  not  been  the  case  on  the, 
issue  of  defence  cuts  and 
now  on  the  timing  of  reduc- 
tions in  taxes.- 

Although  little  is  known  of 


the  fiscal  policies  of  Bosse 
RtnghoZm,  the  new  finance 
minister,  several  analysts' 
already  see  his  lack  of  expe- 
rience and  reliance  on  Mr 
Persson  as  increasing  the 
chances  of  earlier  tax  cuts. 

However.  Mr  Persson’s 
government  is  unlikely  to 
emerge  unscathed.  Even  if 


be  manages  to  convince  his 
own  party  of  the  need  for  tax 
cuts  he  has  to  stitch  together 
a parliamentary  majority  to 
do  so.  - 

This  is  not  an  easy  pros- 
pect with  his  present  allies  - 
the  Left  and  Green  parties  - 
still  smarting  from  recent 
spending,  cuts.  - 


French  executive  in  court  over  working  hours 


By  Robert  Graham  In  Paris 


A senior  executive  in  a 
leading  French  company  yes- 
terday appeared  before  a 
Versailles  court  accused  of 
permitting  staff  to  work 
overtime  without  proper 
pay. 

The  controversial  case  is 
the  first  of  its  kind  in  France 
and  highlights  the  issue  of 
how  companies  comply  with 
-the  country’s  complex 
labour  laws  when  - staff 
voluntarily  work  long  hours 


to  do  their  jobs  property. 

The  prosecution  has  been 
brought  by  labour  inspectors 
against  Bernard  Rocque- 
mont,  for  allegedly  allowing 
“clandestine  work"  to  be  car- 
ried out  in  1996-97  while  be 
was  chief  executive  at  the 
radar  subsidiary  of  Thom- 
son-CSF,  the  defence  elec- 
tronics group.  Mr  Rocque- 
mont  risks  a FFr200,000 
(€30,490,  S32JOO)  fine  and  a 
suspended  prison  sentence  if 
found  guilty. 

The  high-profile  nature  of 


Thomson-CSF.  which  at  the 
time  of  the  alleged  offences 
was  state-controlled,  has 
given  added  resonance  to  the 
case. 

It  is  also  being  held 
against  the  backdrop  of  prep- 
arations for  a second  and 
more  detailed  law  on  the 
introduction  of  the  Lionel 
Jospin  government's  flag- 
ship proposal  - the  reduc- 
tion of  the  working  week 
from  39  to  35  hours.  One  of 
the  thorniest  aspects  in  the 
second  law  is  precisely  how 


qualified  staff  are  to  be 
treated. 

When  he  appeared  in  court 
yesterday,  Mr  Rocquemont 
denied  every  one  of  the 
charges  alleging  he  had  per- 
mitted 6,000  breaches  of  the 
law  governing  working 
hours  at  Thomson’s  plant 
outside  Paris  at  Elancourt 
He  maintained  working 
hours  had  been  cleared  in 
advance  with  the  unions.  ' 

Mr  Rocquemont.  who  now 
has  another  senior  post 
within  Thomson,  received 


support  from  the  company’s 
senior  staff  and  managers.  Id 
an  unprecedented  move  the 
latter  paid  for  a full-page 
advertisement  in  yesterday’s 
Le  Monde  with  headlines 
asking  “Are  we  really  clan- 
destine workers?”.  . 

The  company  declined  to 
comment,  pointing  out  the 
trial  was-  in  progress  and 
judgment  was  unlikely  for 
some  three  weeks. 

Thomson  Was  one  of  sev- 
eral large  French  groups  vis- 
ited by  labour  inspectors 


checking  overtime  in  1996-97 
- a process  begnn  before  the 
Jospin  government  took 
office  in  June  2997  and 
pledged  to  introduce  a 35- 
hour  week. 

The  Thomson  inspection 
was  sparked  by  a denuncia- 
tion from  Supper,  a militant 
trade  union.  The  inspections 
led  to  a new  agreement  with 
the  unions  at  the  end  of  1997 
that  allowed  qualified  staff 
to  take  an  extra  five  days 
holiday  and  be  paid  a bonus 
in  lieu  of  overtime. 


NEWS  DIGEST 

EUR0£TAT_T_RIMS  EARLIER  ESTIMATES 

EU  and  euro-zone  growth 
lower  than  expected 

Eurostat,  the  European  Union's  statistical  office,  yesterday 
clipped  0.1  percentage  points  off  iis  earlier  estimates  for 
growth  in  the  15-nation  EU  and  the  single  currency  euro- 
zone in  the  final  quarter  of  last  year  and  the  whole  of 
1998,  compared  with  1997. 

Yhe  office  reported  that  the  gross  domestic  product  of 
the  EU  15  and  11-nation  euro-zone  grew  by  2-2  and  2.3 
per  cent  respectively  in  the  fourth  1998  quarter  compared 
with  the  same  1997  period,  down  from  die  2.3  and  2.4  per 
oerrt  year-oh-year  growth  rates  reported  in  March. 

Growth  for  the  EU  15  in  1998  as  a whole  was  revised 
down  from  2.9  to  218  per  cent,  while  last  yaar’s  euro-zone 
growth  was  trimmed  from  3 to  2.9  per  cent 
Peter  Norman,  Brussels 

OIL  PRICE  RISE  BLAMED 


French  consumer  prices  up 

French  consumer  prices  edged  up  0.4  per  cent  in  March 
against  the  previous  month.  The  main  explanation  for  the 
rise  was  the  rise  inoil  prices,  said  tnsee,  the  official  French 
statistics  Institute.  Oil  prices  rose  1 per  cent  month-on- 
month  while  overall  energy  prices  were  also  up  0.6  per 
cent.  Insee  noted  fresh  food  prices  were  up  1.4  per  cent 
on  February.  The  provisional  March  figures  also  showed 
headline  inflation  at  0.4  per  cent  Robert  Graham,  Paris 


IMPEACHMENT  PROCEEDINGS 


Duma  delays  debate  on  Yeltsin 

The  Duma,  the  lower  house  of  Russia’s  parliament,  has 
postponed  a debate  about  whether  to  launch  impeach- 
ment proceedings  against  President  Boris  Yeltsin  until  the 
middle  of  May,  prolonging  the  political  uncertainties  in 
Moscow.  Mr  Yeltsin,  who  is  confident  of  defeating  his  par- 
liamentary opponents,  had  urged  the  Duma  to  resolve  the 
issue  on  Thursday. 

The  president’s  Communist  opponents  have  accused  Mr 
Yeltsin  of  destroying  the  Soviet  Union,  waging  an  illegal 
war  in  Chechnya  and  conducting  genocide  against  the 
Russian  people.  Constitutional  obstacles  make  it  unlikefy 
that  Mr  Yeltsin  could  ever  be  successfully  impeached.  But 
a parliamentary  vote  to  launch  impeachment  proceedings 
would  undermine  his  po&tical  authority. 

John  ThomhiU,  Moscow 


Switzerland  could  be  dogged 
by  further  Holocaust  wrangle 

IG  Farben's  proposal  to  set  up  a compensation  fuid  has  stirred 
up  matters  supposedly  settled  years  ago,  writes  Wiftiam  Hall 


Switzerland  and  its  bank- 
ers are  starting  to  relax. 
The  heavy  international 
criticism  about  the  giebttal 
country’s  controversial  role 
in  the  second  world  war  has 
abated  as  the  searchlight  has 
been  trained  on  other  coun- 
tries. particularly  Switzer- 
land's. bigger  neighbour  to 
the  north,  Germany. 

Last  week  .the  Swiss  gov- 
ernment disbanded  its  spe- 
cial taskforce  set  up  to 
counter  the  international 
allegations  about  its  dubious 
war-time  role  in  helping 
Nazi  Germany.  Thomas 
Borer,  its  leader,  is  off  to  he 
Switzerland’s  new  ambassa- 
dor in  Berlin.  The  massive 
search  of  Swiss  hank 
accounts,  overseen  by  Paul 
Votaker,  the  former  US  Fed- 
eral Reserve  chairman,  was 
completed  last  week-  All  that 
needs  to  be  done  now  is  sort 
out  the  competing  claims. 

But  there  is  one  piece  of 
unfinished  business  that 
could  still,  come  back  to 
haunt  Switzerland  and  UBS, 
its  biggest  bank.  Last  month 
the  shareholders  of  TG  Far- 
ben,  which  made  the  poison 
Zyklon-R  gas  used  in  the 
Holocaust  death  camps, 
voted  to  explore  the  possibil- 
ity of  setting  up  a compensa- 
tion fund  tor  people  who  had 
to  carry  out  forced  labour 
during  the  war. 

IG  Farben,  which  has  very 
little  money  left,  is  looking 
to  UBS  - which  more  than 
30  years  ago  bought  its  prize 
asset,  its  former  Swiss  bold- 
ing company  Interhandel  - 
to  provide  the  vast  hulk  of 
ite  compensation  of  DMSfan- 
DM4bn  <€1.5bn-€2bn,  $1.7bn- 
fZSbn).  . _ 

IG  Farben  has  been  va  Dq- 
uidation  for  more  than  40 
years.  It  used  to  be  the 
world’s  biggest  chemical 
company  and  was  Ger- 
many’s most  important 
industrial  asset  during,  the 
war.  It  produced  synthetic 
substitutes  for.  vital  raw 
materials,  such  as  oil  and 
rubber, . and  owned  the 
Auschwitz  concentration 
camp.  It  was  broken  up  by 
the  ABiesand  its  assets  were 
used  to  set  up  Hoechsi. 
Bayer  and  BASF,  Germany  s 
three. biggest  chemical  com- 
panies. ■ ■ ■ • - 

It  is  now  a quoted  shell 
company,  with  l®s®  than 
DM3Cm  of  assets,and^a- 
troHedby  Gflnter  Mmninger, 
a little  known  German  prop- 
erty' developer.  Endless  hti- 
gation  about  Its  property 
holdings  delayed  its  liquida- 
tion. 

UBS’s  company  history 
glosses  over  the  reasons  »r 
its  1966  acquisition  of  Into’- 
handel.  which  had  been  set 
up  in  1929  in  Baste  to  help 
cloak  IG  Faiben's  overseas 
operations-  However,  thj 
acquisition  transformer! 


UBS’s  equity  base  and 
allowed  it  to  overtake  Credit 
Suisse  and  Swiss  Bank  Cor- 
-pqrafiQn’  tD  become  Switzer- 
land's flagship  bank. 

The  secrecy  surrounding 
the  deal  has  added  to  the 
popular  perception,  that 
Switzerland' and  its  bankers 
used  their  bank  secrecy  laws 
primarily  for  their  own  bene- 
fi tf  But  it  also  raises  queries 
about  the ! questionable  role 
played  by  the  administration 
of  the  late  US  President 
John  F Kennedy  to  the  early 
1960s. 

Three  years  after  the  end 
of  tire  war,  Interhandel  sued 
the  US  for  the  return  of  its 
93  per  cent  stake  in  General 
Aniline  & Film  Corporation 

The  case  rumbled 
on  for  years  partly 
because  Swiss 
bank  secrecy 
laws  were  used  to 
block  the  US 
request  for  files 

(GAF),  a forma:  US  subsid- 
iary of  IG  Farben.  The  Swiss 
claimed  Interhandel  had  cut 
its  ties  with  IG  Farben  in 
June  1940  and  was  a Swiss 
company.  The  US  countered 
that  Interhandel  and  Hans 
Sturzenegger  ft  Cie,  a Basle 
private  b«nk,  had  been  used 
to  cloak  the  ownership  of  IG 
Farben  properties  in  the  US 
and  elsewhere. . 

The  case  rumbled  on  for 
years  partly  because  Swiss 
bank  secrecy  laws  were  used 
to  block  the  US  request  for 
files.  The  Swiss  govern- 
ment’s own  internal  report, 
by  Albert  Rees,  remains  a 
state  secret 

However,  In  tire  1960s 
UBS,  which  had  bought  up 
Xnterhandel  shares  on  the 
stock  exchange,  hired  Prince 
Radizweii,  President  Kenn- 
edy’s hrotherrin-law.  as  a 
Washington  lobbyist,  and 

the  Swiss  government  added 
its  support  • 

In  1963  Robert  Kennedy, 
the  US  attorney  general  and 
the  president’s  brother,, 
agreed  to  an  out-of-court  set- 
tlement. Interhandel  rs  own- 
ers received  $122m,  com- 
pared with  the  $i4m  they 
had  offered  to  settle  in.  ISO. 
and  the  US  government  won 
«2lgm-  President  Kennedy 
described  the  deal  as  an 
-equitable  agreement 
because  the  case  could  have 
gone  on  for  another  10  years 
and  the  only  people  benefit- 
ing were  “the  lawyers  ■ 

However,  the  US  settle- 
ment did  not  end  the  le&u 
wrangling  about  Interhan- 


del’s  foreign  assets.  IG  Far- 
ben shareholders  then  sued 
UBS  for  the  recovery  oT  their 
foreign  assets  and  it  was  not 
untfl  19®  that  the  case  was 
finally  dismissed  by  Ger- 
many's federal’  supreme 
court. 

But  DBS's  hopes  that  it 
trad  finally  )aid  the  Interhan- 
del case  to  rest  have  been 
upset  by  the  arrival  of  new 
hquidators  at  IG  Farbeaa  and 
also  by  the  feet  that  the 
Swiss  government's  own  his- 
torical commission  is  dig- 
ging away  at  ftrterhanrieTs 
secrets.  Its  research  is  expec- 
ted to  be  released  later  this 
year. 

IG  Farben,  unlike  its  for- 
mer affiliates,  Hoechst. 
Bayer  and  BASF,  is  not 
involved  in  the  German  gov- 
ernment's recently  proposed 
fund  which  is  expected  to 
pay  out  more  than  $2bn  to 
former  forced  labourers. 

IG  Farben  paid  DM27m  to 
the  Jewish  Claims  Confer- 
ence in  1957  but  has  never 
paid  any  tadivkfoal  compen- 
sation to  the  33,000  who 
worked  at  its  Auschwitz 
camp. 

IG  Farben  wants  to  have 
its  compensation  fond  set  up 
. within  six  months. 

-We  wSD  possibly  soon  be 
aide  to  prove  that  the  unusu- 
ally large  foreign  assets  of 
IG  Farben  went  to  Interhan- 
del illegally  and  in  an 
immoral  way,"  says  Otto 
Bernhardt,  a CDU  politician 
and  one  of  the  two  new  IG 
Farben  liquidators. . 

' If  IG  Farben  can  prove 
that,  the.  “money  must  be 
made  available  to  the  people 
who  were  injured  through  IG 
Farben  during  the  Nazi  era”. 
Two-thirds  win  go  into  a 
foundation  to  "compensate 
victims  of  IG  Farben  and 
examine  the  past".  The 
remaining  third  will  go  to 
shareholders. 

Christoph  Meier,  UBS’s 
spokesman,  says  there  is 
-absolutely  no  basis"  to  IG 
Farben ’s  claims.  The  US  and 
Swiss  governments  and  the 
German  courts  have  all 
agreed  that  Interhandel  was 
a Swiss  company  and  free 
from  further  dams.  In  addi- 
tion, last  year’s  $L25bn  US 
class  action  settlement  by 
the  two  big  Swiss’  banks 
released  them  irom  all 
future  claims  from  Holo- 
caust-era victims..  It  is 
understood  that  the  Inter- 
bandel  case  is  mentioned  in 
the  settlement  . 

UBS  is  convince!  it  has  a 
watertight  defame  andsees. 
no  merit  In  discussing  the, 
matter. 

.However,  others  believe 
that  when  UBS  took  over 
Interhandel  more  than  30 
years  ago  A swallowed  a poi- 
son. piB  whose  unpredictable 

side-effects  fake'  a long  time 
to  show. 
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BANANA  DISPUTE  WTO  AUTHORISES  £200m  RETALIATION  □ BRUSSELS  CONSIDERS  APPEAL 


US  wins  permission  for  sanctions  on  EU 


By  Frances  Williams  m Geneva 


The  World  Trade 
Organisation  will  meet  next 
Monday  to  give  Washington 
approval  to  impose  sanctions 
of  nearly  $200m  on  European 
goods  in  the  long-running 
(JS-EU  banana  dispute. 

This  will  be  the  first  time 
authorisation  to  retaliate 
against  a member  country 
has  been  granted  by  the 
WTO  or  its  predecessor. 
Gatt.  in  more  than  50  years 
of  existence. 

The  100  per  cent  duties 
will  affect  $19L4m  of  imports 
of  European  Union  bed 
linen,  batteries,  luxury  hand- 
bags. paper  and  non-corru- 


litbographs. 
and  tea 


gated  boxes, 
and  coffee 
makers. 

WTO  arbitrators  last  week 
put  the  value  of  lost  US 
trade  from  the  EU‘s  current 
banana  regime  at  just  over  a 
third  or  Washington's  S520ra 
claim,  obliging  the  US  to 
pare  its  original  list  of  tar- 
geted products  which 
included  Scottish  cashmere 
sweaters,  and  prosciutto  and 
pecorino  cheese  from 
Italy. 

Under  WTO  rules  authoris- 
ation to  retaliate  must  be 
granted  if  a country  fails  to 
comply  with  WTO  judg- 
ments within  a specified 
period. 


The  same  three-man  panel 
which  carried  out  the  arbi- 
tration said  the  changes  to 
the  EU's  banana  import 
regime  introduced  by  Brus- 
sels on  January  l had  failed 
to  bring  the  system  into  con- 
formity with  WTO  non-dis- 
crimination precepts. 

The  £U  is  still  considering 
whether  to  appeal  against 
this  verdict,  which  could  in 
theory  change  the  arbitra- 
tors' assessment  of  US  trade 
losses. 

Brussels  also  intends  to 
challenge  the  US  intention 
to  backdate  the  sanctions  to 
March  3. 

Provisional  US  measures 
against  $520m  of  EU  imports 


taken  on  that  date,  anticipat- 
ing the  arbitrators’  award, 
are  already  the  subject  of  a 
WTO  complaint  by  the  EU  as 
unauthorised  unilateral 
action.  EU  officials  said  yes- 
terday this  complaint  would 
stand  regardless  of  next 
Monday’s  sanctions  author- 
isation. 

The  WTO  yesterday  pub- 
lished the  arbitration  report 
alongside  two  reports  by  the 
panel  on  the  legality  of  the 
EU's  banana  regime 
requested  separately  by 
Ecuador  and  the  EU. 

The  panel  - which  in  1P97 
ruled  in  favour  of  the  origi- 
nal complaint  by  the  US. 
Ecuador.  Mexico.  Gua- 


temala, Honduras  and  Pan- 
ama - upheld  almost  all 
Ecuador's  charges  of  dis- 
crimination against  the 
amended  EU  banana 
arrangements. 

It  confirmed  that  the  EU 
can  give  preferential  duty- 
free treatment  to  bananas 
from  African.  Caribbean  and 
Pacific  members  of  tbe  Lome 
convention  for  wbich  it  has 
a WTO  waiver. 

But  it  said  the  quota  and 
licensing  systems  designed 
to  favour  ACP  bananas  still 
discriminate  illegally  against 
Latin  American  suppliers 
and  US-based  marketing 
companies. 

At  Ecuador's  request,  tbe 


panel  also  made  four  sugges 
tions  for  how  the  EU  could  | 
change  its  import  arrange- 
ments to  conform  with  WTO 
rules: 

• A tariff-only  system, 
including  duty-free  ACP 
imports  covered  by  a WTO 
waiver 

• A tariff-only  system  cou- 
pled with  a quota  for  ACP 
bananas  covered  by  a WTO 
waiver 

• A global  quota  regime 
without  country  allocations, 
combined  with  duty-free 
access  for  ACP  bananas 

• A quota  regime  with 
country  shares  negotiated 
with  suppliers. 


Turkish  pipeline  deal  misses  poll  deadline 


By  Leyla  Boulton  in  Ankara 


Turkey  yesterday  conceded 
that  it  was  unlikely  to  seal  a 
multi-billion  dollar  pipeline 
agreement  before  elections 
on  Sunday. 

Ziya  Aktas,  the  energy 
minister,  had  hoped  to  final- 
ise the  project  by  tomorrow 
in  order  to  save  six  months 
which  he  said  would  other- 
wise be  lost  while  the  talks 


were  picked  up  by  a new 
government. 

Agreement  would  also 
have  further  boosted  tbe 
electoral  chances  of  Bulent 
EceviL  the  caretaker  prime 
minister  whose  Democratic 
Left  party  has  already  been 
buoyed  by  the  capture  of 
Abdullah  Ocalan,  leader  of 
tbe  banned  Kurdish  PKK 
guerilla  group. 

But  yesterday  Mr  Aktas 


said  that  agreement  on  bey 
commercial  terms  for  a pipe- 
line to  transport  Caspian  oil 
horn  tbe  Azerbaijan  capital 
of  Baku  to  Turkey's  Mediter- 
ranean port  of  Ceyhan  was 
now  unlikely  this  week.  He 
said  the  Turkish  government 
was  unable  to  put  together 
its  response  to  a package 
submitted  by  tbe  oil  compa- 
nies on  Friday,  following  a 
week-long  public  holiday  in 


Turkey.  This  included  pro- 
posals that  Turkey  should 
guarantee  any  cost  overruns 
on  its  S2.4bn  estimate  for  the 
project,  oil  executives  said 
The  BP  Amoco-led  Azer- 
baijan International  Operat- 
ing Company  also  doubts  a 
deal  can  be  finalised  this 
week  on  the  grounds  the 
Turkish  side  is  unlikely  to 
review  its  set  of  proposals  in 
time.  The  US.  which  is 


attending  a closed  seminar 
in  Istanbul  today  with  oil 
executives  as  wet!  as  Turk- 
ish and  Azerbaijan  officials, 
had  put  intense  pressure  on 
the  AiOC  to  come  to  a quick 
agreement  with  Turkey,  its 
close  ally. 

The  project,  which  Ankara 
views  as  being  in  its 
national  interest,  is  also  the 
centrepiece  of  Washington's 
efforts  to  isolate  Iran  and 


strengthen  the  independence 
of  the  former  Soviet  repub- 
lics in  the  Caspian  sea 
region.  But  the  ail  compa- 
nies have  demanded  incen- 
tives and  guarantees  on  cost 
overruns  to  make  the  project 
commercially  attractive  in 
the  face  of  low  oil  prices  and 
uncertainty  over  the  even- 
tual oil  reserves  in  the  Cas- 
pian. 


Italian  exporters 
reap  benefit  of 
strong  US  economy 


Peter  Marsh  reports  on  a promising 
outlook  for  Europe’s  second  . 
biggest  machine  tool  industry 


On  the  outskirts  of  Ber- 
gamo in  northern  Italy, 
a of  workers  is 

building  by  hand  one  of  the 
world’s  most  sophisticated 
factory  rm^-hines.  It  is  a 
giant  multi-spindle  lathe,  for 
use  in  turning  out  complex 
automotive  parts  at  high 
speed,  and  is  being  assem- 
bled in  a plant  run  by  Gfide- 
meister  Italians,  a large  Ital- 
ian marline  tool  company. 

With  just  over  half  the 
L210bn  (S117m)  output  of  his 
company  last  year  exported, 
Ettore  Balls ti,  Gildemeister 
I tali  ana’s  managing  director, 
is  unshaken  by  the  economic 
turmoil  affecting  south-east 
Asia  and  south  America, 
which  together  account  for 
only  about  1 per  cent  of  tbe 
company’s  sales. 

“We  are  looking  to  expand 
sales  this  year  to  about 
L250bn,  as  a result  of  good 
demand  for  our  products  in 
countries  such  as  Germany 
and  the  US,”  says  Mr  Batisti, 
whose  company  is  51  per 
cent  owned  by  a private 
financial  consortium  and  the 
rest  quoted  on  the  Milan 
stock  exchange.  It  has  no 
link  with  Gildemeister.  the 
publicly-quoted  German 
machine  tool  company  from 
which  it  was  spun  off  in 
1996. 

The  Italian  nranhine  tool 
industry  - the  second  big- 
gest in  Europe  after  Ger- 
many and  the  fourth  biggest 
in  the  world  - adds  up  to 
one  of  the  continent's  most 
export-oriented  industrial 
sectors.  But  in  the  past  year 
it  has  been  forced  to  sharpen 
its  efforts  to  look  for  promis- 
ing markets,  following  the 
economic  crises  in  parts  of 
the  industrialising  world. 

Italian  machine  tool  pro- 
duction last  year  reached 


-!r 


U 


atom  Batisti;  sales  rising  wllh 
strong  German  aid  US  decqwtd 


Automotive  and 


aerospace 
businesses  are 
the  biggest  users 
of  machine  toots 


L6,84obn,  60  per  cent  of 
which  was  exported.  The 
tools  are  used  for  cutting 
and  shaping  metal  in  a wide 
variety  of  manufacturing. 
According  to  UCIMU.  the 
Italian  machine  tool  trade 
association,  output  and 
exports  from  the  industry 
are  both  likely  to  rise  about 
6 per  cent  this  year  in  value, 
following  increases  of  9.5  per 
cent  and  3 per  cent  respec- 
tively during  1998. 

Behind  this  promising  out- 
look is  the  industry's  reli- 
ance on  customers  on  the 
automotive  and  aerospace 
businesses,  which  are  the 
biggest  users  of  machine 
tools.  Both  sectors  - particu- 
larly in  the  US  and  Europe  - 
have  been  Increasing  their 
factory  investments  in 
recent  years,  as  part  of  their 
efforts  to  increase  competi- 
tiveness through  more 
sophisticated  machines. 

Another  plus  for  Italy's 
machine  tool  industry  is  the 
specialised  nature  of  much 
of  its  output  For  instance, 
Giuliani,  based  near  Bolo- 
gna. is  one  of  a handful  of 
companies  worldwide  which 
make  automated  systems  for 


producing  dooriocks. 

The  company  has  sales  of  - 
L35bn  a year.  SO  per  cent~af 
which  are  exported.  With  . : 
lockmaking  an  activity . left 
mainly  to  hundreds  of  •small,  "j 
companies  . operating  in 
small  geographical  markets,  ;: 
Giuliani  is  generally  ^ush- 
ioned  from  ureaknesstife^iii/  ; 
specific  export  markets  by  . 
brighter  prospects  in  others.  * 
But  in  the  past  two  years. 
North  America  has  been,  a "... 
particularly  promising  lode- 
tion  for  the  country’s, 
machine  tool  exporters  -V 
reflecting  the  strength  of,  tbe  j 
US  economy  and  the1  increas*  . 
ing  trade  surplus  with  the. 
US  by  tbe  European  Union  "• 
as  a whole. 

In  the  case  of  GUdemaister 
I tali  ana,  the  US  last  year, 
accounted  for  8 per  cent  ■- 
the  company’s  sales,  making  ~<- 
the  country  its  third  most  ; 
important  market  - after  ■ 
Italy  and  Germany.  Within  . 
five  years  the  company  ' 
wants  to  increase  its  propor-  > . 
tion  of  sales  from  the  US.  to  ?■ 
reach  20  per  cent.  - 

Warcoxn.  a maker  of  metal  / 
bending  machines, 
found  its  strategy  ^for1 
increasing  sales 
America  pay  off.  Vlt&rfeF’ 
Corsini,  WarconUs  sides 
manager,  says  that  early  in; ; 
the  1990s  it  was  highly  suo^ 
cessful  in  exporting  to  sooth*: 
east  Asia.  “But  now.  .purl .;  _ 
sales  there  have  virtually 
halted  due  to  the  regtofi’a 
economic  problems,”'  he 
says.  As  a result,  the  com- 
pany has  switched  its  mar-' 
keting  efforts  to  the  US  and 
Canada  where  sales  dimbed 
from  almost  zero  in  the  mid 
1990s  to  account  last  year  for  . 

10  per  cent  of  Warcom’s 
Ll7.5bn  sales. 

IEMCA,  the  world’s  big- 
gest maker  of  machines  to 
feed  metal  into  turning 
systems  (lathes),  pushed  up 
sales  from  L77bn  in  1997  to 
LlOObn  last  year,  assisted  by 
strong  demand  from  outside 
Italy.  This  accounts  for  only 
SO  per  cent  of  its  sales,  with 
the  US  being  lEMCA’s  sec- 
ond biggest  market,-  account- 
ing for  a quarter  of  last 
year's  revenues.  So  success- 
ful has  the  company  been  in 
the  US  that  the  company  is 
planning  an  assembly  opera- 
tion in  the  US  for  its 
machines,  probably  starting 
next  year. 

“I  am  expecting  the  out- 
look to  remain  fairly  good 
both  in  the  US  and  parts  of 
Europe  such  as  France,” 
says  Gianni  Braghinl, 

EE MC A ’s  sales  manager. 
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Line  between  war  and  peace  tends  to  blur  in  Afghanistan 


Apart  from  several  terrible  exceptions, 
ground  seems  to  change  hands  with  little 
bloodshed,  as  commanders  cut  deals  with 
each  other  or  simply  change  sides  in  a 
strife-tom  land,  writes  Charles  Clover 


Commander  Mohammed  Khan  (arms  outstretched)  talks  with  one 
of  his  officers  at  Bang!  - 


Standing  in  front  of  his 
trench  and  peering  through 
binoculars  into  the  valley 
below,  Wali  Mohammed 
Khan,  commander  of  the 
front  line  at  Bangi.  Afghan- 
is  tan,  looked  tense. 

Minutes  ago,  his  enemies, 
the  Taliban,  entrenched  akm 
away  on  the  valley  floor,  had 
fired  two  artillery  shells  on 
to  the  road  that  winds 
through  noman's  land. 

-The  shells  bad  landed  just 
300  metres  away  from  his 
position,  and  nearly  hit  one 
of  his  foot,  patrols. 

- In. . response,  he  had 
ordered  an  answering  rocket 
barrage  which  landed  with  a 
loud  explosion  that  reverber- 
ated down  the  valley.  The 
ducks  in  the  rice  paddies 
below  rose  panic-stricken 
into  the  air. 

It  was  a typical  scene  from 
tbe  longastmnning  conflict 
in  the  world  - Afghanistan’s 
19year  civil  war. 

At  present,  the  war  pits 
the  Islamic  fundamentalist 
Taliban,  who  hold  90  per 
cent  of  Afghanistan,  against 
forces  loyal  to  Ahmad  Shah 


Masood.  a legendary  Tajik 
guerrilla  commander  ivho 
still  holds  a few  provinces  in 
the  north. 

But  all  was  not  as  it 
seemed  that  day  at  Bangi. 
amid  the  frantic  radio  chat- 
ter. shrieking  artillery  and 
anxious  ducks. 

A few  minutes  after  his 
rocket  attack.  Mohammed 
Khan  picked  up  his  walkie 
talkie,  changed  the  fre- 
quency to  one  which  the  Tal- 
iban use,  and  addressed  his 
foes. 

“Hey  Turban!"  be  shouted, 
referring  to  the  favourite 
headgear  of  tbe  Islamic  fun- 
damentalist Taliban,  in 
response,  his  handset  crack- 
led: “Hey  Kular!  Kular!" 

A kular  is  a woollen  hat 
traditionally  worn  in 
Afghanistan  by  people  wbo 
cannot  afford  turbans.  It  is 
also  the  trademark  of  Mr 
Masood’s  army  Sure 
enough,  the  commander  was 
wearing  a kular. 

He  grinned.  “Hey.  Chaplee 
[cheap  sandals]!"  he  fired 
back. 

Turban  evidently  wore  his 


cause  on  his  sleeve,  and 
<i;<rj*n1  chanting  a wei! 
kii’iwn  passage  from  the 
Koran  which  warbled  out  of 
ch*  radio  like  a broken 
record  player. 

Mohammed  Khan  and  his 
men  giggled,  as  everyone 
switched  their  frequencies  in 
order  to  listen. 

"There  is  no  God  but 
God!”  Turban  polished  off 
the  verse.  "Hey  Kular!  Do 
you  have  enough  weapons 
up  there?"  he  inquired. 

"Yes.  God  be  praised.” 


put  do'.vn  his  handset. 

An  hour  later,  they  were 
firing  shells  at  each  other 
again. 

This  all  made  perfect 
sense  in  Afghanistan  where, 
after  19  years  of  strife,  the 
line  between  war  and  peace 
has  become  somewhat 
blurred. 

Twenty  km  behind  the 
front  lines,  in  Mr  Masood's 
capital  city  of  Taloqan.  the 
bazaar  is  thriving  with  goods 
brought  in  by  traders 
through  Kunduz  Province. 


‘Hey,  do  you  have  enough  weapons 
up  there?1  asked  one  fighter. 

‘Yes,  God  be  praised,’  answered  his 
enemy. 

‘What  about  you?1  ‘We  do,  thanks  be 
to  God!’ 


answered  Mohammed  Khan. 
"What  about  you?  Do  you 
have  enough  weapons?" 

“We  do.  Thanks  be  to 
God!"  the  voice  of  Turban 
crackled. 

They  chatted  away 
For  a few  more  minutes 
like  old  friends,  and. 
with  a parting  "Peace  be 
with  you!"  Mohammed  Khan 


which  lies  across  the  front 
lines  at  Bangi.  and  is  firmly 
under  Taliban  control. 

Mohammed  Khan  knows 
many  of  the  Taliban  com- 
manders personally  from 
when  they  were  Mujahideen 
together  fighting  tbe  Soviet 
Union  in  the  LSSOs. 

With  a few  terrible  excep- 
tions. such  as  the  massacre 


last  August  of  thousands  pt 
civilians  in  the  City  'Of 
Mazari  Sharif,  ground  tends 
tO  change  hands  with  SUSpI- 
riously  little  bloodshed. 

Back  In  Taloqan. 
Mohammed  Nabi  Tufan.  one 
oT  Mr  Masood’s  top  generals, 
explained  this  phenomenon 
over  a glass  of  tea:  "Com- 
manders. rather  than  fight- • 
ing,  often  prefer  to  cut  tiealk 
with  each  other,  and  simply 
change  sides.  They  have 
been  fighting  each  other  for 
so  long  that  they  already 
know  .in  advance,  who,; will 
win". 

General  Tufan.  for 
instance,  speaks  fluent  Rus- 
sian from  a year  In  Moscow's 
military  academy  in  J991. 
That  was  back  in  the  old 
days  when  he  was  command- 
ing an  armoured  regiment:, 
fighting  against  Mr  Maspod. 

But  this  casual  approach 
to  war  has  led  to  an  equally 
distorted  approach  to  peace. 

For  example,  in  March,'  the 
two  sides  agreed  to  form  a 
shared  government  at  a 
meeting  in  Ashgabat,  Turk- 
menistan. 

Without  any  irony  at  all,  a 
week  later,  they  both 
launched  their  spring  mili- 
tary offensives. 

Mr  Masood,  in  an  inter- 
view with  tbe  FT,  did  not  see 
any  contradiction  in  simulta- 
neously insisting  that  the 


peace  process;  was-  ahve  and 
while  vowing  to  blast 
fcliban  out  of  several 


jm  provings- 

There!  hasn't  been  any 
serious  fighting  yet  this 
year,  and  I can  confidently 
-say  that  the  peace  process 
continues,"  be  said. 

“I  believe’ that  the  only 
way  tojend  tbe  war  is  to  find 
a negotiated  solution. 

“But  until  there  Is  peace! 
and  a just  distribution 
„ of  power,  we  will  continue 
to  press  our  objectives 
and  rid  Afghanistan  of  the 
' Taliban." 

Meanwhile,  the  war  rum- 
bles on  in  its  own  _quirky 
way.  . . 

. Perhaps  the  best  example 
of  this  is  back  at  Bangi, 
where  Mohammed  Khan  and 
; his  men  were  standing  In 
'..front  of  their  trenches,  well 
within  range  of  Taliban 
guns. 

This  is  not  necessarily  due 
to  their  stouthearted  brav- 
ery, but  rather,  because  it 
bad  just  rained  and  the 
trenches  were  a mess. 
Nobody  wanted  to  get  in 
them. 

Are  they  afraid  of  being 
shelled? 

Nasridin,  one  of  the  sol- 
diers. seems  a little  too  con- 
fident that  "it  is  not  time 
yet".  It  is  not  entirely  clear 
what  he  means. 
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Bias  claims  as 
Algeria  poll 
draws  nearer 


By  Roula  Khalaf  In  London 


:S  lOOO  GALAXY  A ESC  SPACE 


The  Galaxy  received  full  FAA  certification  December  16, 1998. 


The  Galaxy  has  an  inch  more  cabin  height  than 
any  Challenger  or  Gulfstream  and  wide-body 
comfort  with  T 2"  of  cabin  width. 


Just  because  you  want  an  airplane  of  the  future  doesn’t  mean  you  have  to 


wait  years  to  get  it.  With  its  3,620  nm  range,  the  Galaxy  opens  up  a whole 


new  class  of  business  airplane,  and  it's  ready  for  delivery  this  year.  It's  just 


what  we  said  it  would  be  and  more.  From  Ihe  beautiful,  spacious  cabin,  right 


up  to  the  guaranteed  $850  per  hour  operating  cost.  The  Galaxy  is  here. 


And  available  for  demonstration  to  all  those  looking  for  a plane,  not  just  a plan. 


Tor  information,  call  Bryan  Edwards,  Director  of  Sales  of  01U4 1258.820340.  e\i.  21a.  Or  lor  a video 
tax  our  U.S.  headquarters  on  company  letterhead  with  the  name  of  this  public  alien  ol  8173373862. 


The  campaign  for  Algeria's 
presidential  election  drew  to 
a dose  yesterday,  amid  alle- 
gations of  administrative 
bias  towards  Abdelaziz  Bou- 
teflika.  tbe  former  foreign 
minister. 

In  hundreds  of  rallies,  the 
seven  candidates  contesting 
Thursday’s  election  had  tbe 
chance  to  promote  a mes- 
sage largely  focusing  on 
national  reconciliation  and 
the  need  to  restore  the  rule 
of  law  to  end  more  than 
seven  years'  violence. 

But  four  independent  can- 
didates - Mouloud  Ham- 
rouche.  Ahmed  Taleb  Ibra- 
hizni.  Hocine  Ait  Ahmed  and 
Abdallah  Djaballah  - 
claimed  that  the  administra- 
tion. public  enterprises  and 
state  media  were  put  to  the 
service  or  Mr  Bouteflika  and 
the  parties  supporting  him. 
while  other  candidates 
enjoyed  only  partial  cover- 
age on  television. 

The  four  candidates  were 
meeting  yesterday  to  discuss 
problems  encountered  dur- 
ing the  campaign  and  to 
coordinate  a reaction. 

The  commission  set  up  to 
monitor  the  elections 
insisted  that  while  isolated 
cases  of  bias  may  have 
occurred,  the  campaign  bad 
gone  smoothly.  It  said  that 


Mr  Bouteflika  had  lodged  his 
own  complaints  about  bias 
towards  other  candidates. 

But  the  campaign  offices 
of  independent  candidates 
alleged  that  the  two  minutes 
allowed  to  each  contender 
on  state-owned  television 
every  day  had  been  followed 
by  footage  of  meetings  by 
leaders  of  parties  or  organi- 
sations backing  Mr  Boute- 
flika. increasing  coverage  of 
his  campaign. 

They  claimed  that  some 
students  and  state  workers 
had  been  given  time  off  for 
Mr  Bouteflika ’s  rallies,  with 
people  even  being  trans- 
ported there  in  state  buses. 

Mr  Bouteflika  has  an 
advantage  over  other  candi- 
dates since  be  is  hacked  by 
the  pro-government  leader- 
ships of  four  parties.  But 
grass  roots  party  members 
were  mostly  not  consulted 
on  the  backing  given  to  him 
and  are  likely  to  spread  their 
votes  among  different  candi- 
dates. 

Liamine  Zeroual,  the  out- 
going president  has  pledged 
the  election  will  he  fair.  Con- 
tenders will  be  given  copies 
of  results  emerging  from 
each  polling  bureau  to  com- 
pare with  the  final  tally. 

Their  observers  will  be 
able  to  foDow  mobile  polling 
stations  and  monitor  the 
vote  of  security  forces. 


*■ 


Israel  takes  a 
softer  line 
towards  Russia 


By  Judy  Dempsey  in  Jerusalem 


Ariel  Sharon,  Israel's  foreign 
minister,  yesterday  visited 
Moscow  for  the  third  time 
this  year,  reflecting  a signifi- 
cant change  in  Israel's  atti- 
tude to  the  former  super- 
power. 

Israeli  government  offi- 
cials said  their  change  of 
tack  meant  they  would  no 
longer  lobby  the  US  Con- 
gress to  press  for  sanctions 
on  Russia  in  order  to  curb 
the  transfer  of  sensitive 
technology  for  Iran’s  nuclear 
missile  programme. 

Instead,  it  would  like  the 
World  Bank  and  Interna- 
tional Monetary  Fund  to  pro- 
vide substantial  financial 
assistance  to  Russia  in  the 
belief  that  the  economic 
need  to  sell  equipment  to 
Iran  would  diminish.  Such 
assistance  would  also 
strengthen  Mr  Primakov's 
government  and  could  boost 
his  presidential  election 
chances  - if  he  decides  to 
run. 

Such  an  approach  repre- 
sents a completely  new  shift 
by  Benjamin  Netanyahu's 
government.  It  has  spent  the 
past  two  years  lobbying  Con- 
gress at  any  opportunity  to 
put  pressure  on  President 
Boris  Yeltsin  and  Mr  Prima- 
kov to  Stop  technology  trans- 
fers to  Iran,  as  well  as 
openly  accusing  Moscow  of 
doing  little  to  stop  those 
transfers. 

Driving  the  policy  is  a 


combination  of  domestic  and 
political  factors  which  offi- 
cials said  has  not  been  co-or- 
dinated with  Israel's  foreign 
ministry  and  which  has 
taken  Washington  by  sur- 
prise. 

With  five  weeks  to  go  to 
Israel's  premiership  and  par- 
liamentary elections.  Mr 
Netanyahu  wants  to  capture 
as  much  of  the  Russian  vote 
as  possible  in  his  bid  for  re- 
election.  Improved  economic 
and  political  relations  with 
Moscow,  the  government 
believes,  would  boost  sup- 
port from  Israel's  lm  strong 
Russian  community. 
Although  they  tend  to  vote 
for  right  wing  parties,  the 
Netanyahu  government  is 
not  prepared  to  take  any 
chances  in  what  is  expected 
to  be  a close-run  contest  for 
the  premiership. 

This  domestic  consider- 
ation partly  explains  Israel’s 
volte-face  on  sanctions. 
While  there  is,  for  the 
moment,  a consensus  among 
some  of  Mr  Netanyahu's 
advisers  that  threats  of  sanc- 
tions have  had  little  effect, 
they  admit  such  threats  only 
undermine  Israel's  attempts 
to  improve  relations  with 
Russia. 

Not  all  politicians  are  con- 
■vinoed  by  such  a policy,  Shi- 
mon Peres,  former  Labour 
prime  minister,  has  argued 
that  official  and  unofficial 
transfers  will  continue  what- 
ever financial  assistance  is 
extended  to  Moscow. 
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JAPANESE  ECONOMY  KEIDANREN  CHIEF  WARNS  OF  SLOW  RECOVERY  □ EXISTING  STIMULUS  MEASURES  LIKELY  TO  RUN  OUT  OF  STEAM  I Setback 

Business  group  sees  need  for  new  boost  | Beijing  as 

exports  fall 


By  Miduyo  Nakamoto  in  Tokyo 


Japan's  most  influential 
business  federation  indicated 
yesterday  that  it  expected 
the  Japanese  government  to 
have  to  implement  another 
supplementary  budget  later 
this  year,  when  the  impact 
of  current  stimulus  mea- 
sures is  expected  to  wear  off. 

“If  the  economy  dips  in  the 
second  half,  some  funds  will 
have  to  be  provided.”  said 
Tadashi  Imai.  chairman  of 
the  Keidanren.  He  also 
warned  that  be  did  not 


expect  the  economy  to 
return  to  health  quickly.  "I 
am  not  optimistic.  I don't 
think  the  Japanese  economy 
will  achieve  a self-sustaining 
recovery  given  the  current 
situation,  as  private-sector 
capital  spending  remains 
sluggish,”  he  said. 

His  comments  add  to  a ris- 
ing chorus  of  concern  that 
the  government's  massive 
and  unprecedented  injec- 
tions of  public  money  will 
not  be  sufficient  to  return 
the  Japanese  economy  to 
self-sustaining  growth. 


Last  week  Naoto  Kan, 
leader  of  the  largest  opposi- 
tion party,  also  indicated  he 
expected  the  government  of 
Keizo  Obuchi,  the  prime 
minister,  to  have  to  imple- 
ment another  supplementary 
budget.  Many  private  econo- 
mists have  indicated  that 
they  expect  further  fiscal 
stimulus  measures  and  that 
the  question  is  not  whether 
the  government  will  be 
forced  to  implement 
another  supplementary  bud- 
get but  how  large  the  stimu- 
lus will  have  to  be. 


"Sentiment  may  have 
improved  but  the  economic 
reality  has  not,”  said  Shige- 
nori  Okazaki,  political  ana- 
lyst at  Warburg  Dillon  Read 
in  Tokyo. 

Although  government  offi- 
cials and  leaders  of  the  rul- 
ing Liberal  Democratic  party 
vehemently  deny  the  possi 
bility  of  another  supplemen- 
tary budget,  the  prime  min- 
ister. wbo  faces  an  election 
Tor  the  LDP  presidency  in 
September,  is  likely  to  do 
everything  he  can  to  deliver 
stronger  signs  of  growth  by 


then.  Having  promised  0.5 
per  cent  growth  this  year, 
Mr  Obuchi  has  staked  his 
political  life  on  a recovery. 

Mr  Imai's  pessimism 
reflects  the  problems  still 
facing  corporate  Japan,  par- 
ticularly the  need  to  reduce 
excess  capacity  and  restruc- 
ture. Progress  in  reducing 
capacity  has  been  slow  in 
large  part  because  of  the 
huge  debt  companies  have 
taken  on  to  build  that  capac- 
ity. 

Selling  or  scrapping  the 
excess  manufacturing  capao 


Banks  able  to  collect  just  22.5%  of  bad  loans 


By  Naoko  Nakamae  in  Tokyo 

The  sharp  decline  in 
Japanese  real  estate 
prices  has  inflicted  another 
blow  to  the  country's  fragile 
banking  sector,  it  has 
emerged. 

In  the  Grst  half  of  fiscal 
1998.  Japan’s  IQ  leading 
banks  recovered  only 
22.5  per  cent  of  their 
bad  loans,  down  steeply 


from  the  previous  year, 
according  to  a private 
research  company. 

The  trend  is  particularly 
unwelcome  since  many 
hanks  are  in  the  process 
of  disposing  of  their  bad 
loans  as  part  of  restructur- 
ing in  return  for  a Y7,450bn 
($62bn)  injection  of  public 
funds  into  their  capital 
bases.  Japan's  nine  largest 
banks  sold  some  Y3.000bn 


of  bad  loans  last  year. 

But  accelerating  deflation 
has  meant  that  banks  are 
having  to  take  bigger  losses 
on  their  bad  loan  sales.  This 
has  led  some  hanks  to  fear 
that  they  may  have  to  make 
further  loan-loss  provisions 
if  property  prices  continue  to 
fall. 

The  market  could  face  fur- 
ther oversupply  from  other 
sectors  as  well,  as  they 


redouble  their  restructuring 
efforts  amid  Japan’s  worst 
recession  in  the  post-war 
era.  Last  year,  commercial 
property  prices  fell  for  the 
eighth  straight  year,  and 
prices  in  Tokyo  are  now  75 
per  cent  below  their  1991 
peak. 

Sanyu  System  Research 
Institute,  whose  research 
was  based  on  the  Tokyo  Dis- 
trict Court's  auctions  of 


property  collateral,  said  that 
Fuji  Bank's  recovers-  rate  of 
12.8  per  cent  was  the  lowest 
of  the  ten  banks,  while  Bank 
of  Tokyo-Mitsubishi's  rate  of 
48.6  per  cent  was  the  high- 
est 

Fuji  Bank  yesterday 
said  that  its  recovery 
rate  was  law  because  it 
had  already  disposed  of 
its  superior  collateral,  and 
had  been  selling  less 


ity  concerned  would  leave  | 
many  companies  with  just  i 
their  huge  debts.  I 

The  government  has  pro-  { 
posed  debt-equity  swaps  to 
pbm»  the  burden  on  compa-  ! 

nies  that  face  restructuring.  ] By  James  Harding  m 

However,  the  proposal  has  ' . ■ 

met  with  considerable  septi-  China  yesterday  reponea  a 
cism,  partly  because  of  fierce  sharp  fall  iu  . 

opposition  fav  the  banks.  unrelenting  deflation 
Although 'the  Keidanren  first  quarter  of  this  year,  evj- 
has  supported  the  idea,  Mr  1 deace  of  the  strains 
Imai  yesterday  acknowl-  | Chinese  economy  oe  P 
edged  that  debt-equity  swaps  i Beijing’s  forecast  of  a roousi 
were  one  possible  solution  performance  in  1999. 
but  not  a panacea.  Exports,  which  na 

driven  Chinese  economic 
j growth  through  much  of  the 
i 1990s  and  not  witnessed  a 
decline  in  annual  growth  for 
nearly  15  years,  fell  by  7.9 
per  cent  year-on-year  in  the 
I first  three  months  of  1999  to 
i S37J27bn. 

» The  retail  prices  index, 


attractive  collateral  in  199S- 
But  Sanyu’s  figures  also  , 
showed  that  while  banks  i which  bas  been  negative 


were  putting  up  more  prop- 
erty for  auction,  the  success 
rate  had  fallen  from  50.7  per 
cent  in  the  first  half  1997  to 
37.8  per  cent  in  1998.  The 
data  also  showed  that  banks 
were  finding  it  harder  to 
auction  their  property  collat- 
eral compared  with  other 
sectors. 


Philippine  Moslem  rebels  stick 
to  aoal  of  their  own  state 


200  mites 


320  km 


Tony  Tassell  finds 
that  both  sides 
in  the  conflict  in 
Mindanao  follow  a 
policy  of  restraint 

Not  much  follows  the 
script  of  the  traditional 
guerrilla  war  in  the 
southern  Philippine  island  of 
Mindanao  where  Moslem 
rebels  have  been  fighting  for 
more  than  three  decades  for 
an  independent  Islamic 
state. 

A Coca-Cola  sign  hangs  at 
the  entrance  to  the  main 
headquarters  of  the  rebel 
Moro  Islamic  Liberation 
Front  (MILF)  in  the  rugged 
hills  of  south-west  Min- 
danao, an  unlikely  symbol  of 
normality  at  tbe  settlement 
Apart  from  the  tense  pres- 
ence of  rebel  soldiers  clutch- 
ing M16  rifles,  there  seems 
little  to  separate  Camp  Abu- 
kare  from  the  villages  in 
government-controlled  terri- 
tory. 

It  is  a reflection  of  the 
orderly  structure  of  a 
protracted  conflict  which 
has  often  seemed  more 
like  a volatile  stalemate 
with  occasional  flurries  of 
fighting  than  an  unresolved 
war.  “We  are  not  at  peace, 
we  are  not  at  war,"  admits 
Al-Haj  Murad,  chief  of  staff 
of  the  MILF,  in  an  interview 
at  the  camp. 


Both  sides  of  the  conflict 
appear  to  be  following  a pol- 
icy of  restraint  in  an  attempt 
to  win  the  wider  battle  on 
the  public  relations  front  As 
one  senior  defence  depart- 
ment official  admitted  pri- 
vately. “It  is  more  a war  of 
propaganda  than  anything,” 
Since  the  mid-to-late  1980s. 
there  has  been  an  informal 
ceasefire  between  the  gov- 
ernment and  rebel  forces 
with  sporadic  fighting.  In 
January  more  than  30  people 

The  rebel  group 
itself  claims  it  can 
muster  50,000 
fully  armed 
soldiers  within  24 
hours 


were  killed  in  the  latest 
upsurge,  revealing  the  fact 
that  the  MILF  is  still  heavily 
armed,  apparently  well 
funded  and  strongly 
manned. 

The  government  estimates 
the  MILF  has  more  than 
8,000  armed  troops.  Tbe  rebel 
group  itself  claims  it  can 
muster  50.000  fully  armed 
soldiers  within  24  hours. 

Planned  peace  talks 


between  Joseph  Estrada,  the 
Philippine  president,  and 
Hashim  Salamat,  the  reclu- 
sive leader  of  the  MILF,  were 
called  off  last  month  as  a 
result  of  disputes  over  the 
location  and  security. 

The  government  Is  set  to 
reopen  low-level  peace  talks 
next  month  but  the  road  to 
permanent  peace  faces  for- 
midable stumbling 
the  chief  one 
MILF's  insistence 
demands  for  the  establish- 
ment of  an  independent 
Islamic  nation  for  the  5m 
Moslems  of  Mindanao. 

“It  is  the  bottomline  for 
us,”  says  Mr  Murad,  adding 
the  MILF  was  not  willing  to 
compromise  on  this  issue. 
“Nothing  else  will  satisfy  the 
aspirations  of  the  Moro 
people  which  have  been 
fighting  for  independence  for 
more  than  300  years  since 
Spanish  colonisation.” 

Mr  Murad  says  the  Moro  - 
a derivation  of  the  Spanish 
word  Moor  - people  have  a 
separate  Moslem  culture 
from  the  rest  of  the  Catholic- 
dominated  population  of 
70m.  Only  an  independent 
state  based  on  Islamic  reli- 
gious rules  would  preserve 
this  culture,  which  pre-dates 
colonisation'. 

"It  is  a question  of  sur- 
vival for  us.  we  either  fight 
or  we  lose  our  culture,”  he 
said. 
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Hie  government  has  stead- 
lastly  refused  this  option  to 
tbe  MILF,  preferring  a policy 
of  containment  towards  the 
rebels  in  the  hope  its  move- 
ment would  fade  over  time. 
The  option  too  of  granting 
autonomy  but  not  statehood 
also  has  been  blocked  by  an 
earlier  deal  with  a larger 
rival  Moslem  group,  the 
Moro  National  Liberation 
Front 

As  part  of  the  deal,  an 
autonomous  region  was  set 
up  in  Mindanao  governed  by 
a council  led  by  MNLF  lead- 
ers and  some  5,000  or  its  sol- 
diers were  integrated  into 
the  Philippine  army.  The 


pttfuppuffisr 


each  month  since  October 
1997,  fell  3.2  per  cent  in 
March  compared  with  a year 
eariier.  suggesting  that  in 
spite  of  the  government's 
efforts,  prices  deflation  was 
still  gathering  momentum. 

Zhu  Rongji.  China's  prune 
minister,  bas  offered  Ameri- 
can audiences  in  his  tour  of 
the  US  this  week  an  upbeat 
outlook  on  the  Chinese  econ- 
omy. forecasting  that  1999 
growth  will  outstrip  last 
year's  7.S  per  cent  figure  and 
this  vear's  7 per  cent  target. 

Officials  yesterday 
suggested  the  strains  on  Chi- 
! na's  external  trade  as  well  as 
the  persistent  drag  on  prices 
would  add  to  the  pressures 
on  the  state  infrastructure 
spending  programme  and 
the  easing  of  consumer 
credit,  the  policies  which 
Beijing  is  relying  on  to 
revive  demand  and  reflate 
the  economy. 

The  decline  in  exports, 
which  registered  0.5  per  cent 
growth  last  year  after  an 
impressive  20.9  per  cent  rise 
in  1997.  is  bound  to  prompt 


some  people  once  -agaijt-to 
question  Beijing’s 
long-standing  commitment 
oot  to  devalue  the  Chinese 
currency.  ..  , 

Mr  Zhu  repeated  an  arrival " 
m the  US  the  pledge  he  has 
made  now  countless  times  to 
maintain  the  stability  of.  the 
currency.  _ . 

However,  one  Chinese  oS-  l 
cia!  was  quoted  last  week 
saving  the  no-devaluation 
pledge  is  not  permanent  aid 
other  economic  policy- 
makers in  Beijing  have  been 
considering  tbe  conditions 
under  which  China  aright 
have  to  make  an  exchange 
rate  adjustment. 

E sport  competitiveness 
and  the  balance  of  pay- 
ments. as  well  as  broader 
issues  such  as  economic 
growth  and  social  stability, 
are  likely  to  weigh  on  offi- 
cial thinking. 

China's  first-quarter  -trade 
surplus  slid  by  59.S  per  cent 
to  S43Sbn  compared  with  the 
same  period  last  year,  as 
imports  surged  11.6  per  cent 
to  $32.9bn,  the  customs  fig- 
ures showed. 

Beijing  officials  may  draw 
a little  comfort  from  the 
export  figures  month  by 
month,  which  show  exports 
down  3.6  per  cent  year-on- 
year  in  March,  after  a I (18 
per  cent  fall  in  January  ami 
a 10.2  per  cent  decline  in 

February. 

The  strength  of  the  Chi- 
nese currency  has  dented 
the  competitiveness  of  many 
exporters,  as  rival  manufac- 
turers elsewhere  in  Asia 
have  been  boasted  by  cur- 
rency depreciations  in  their 
countries.  But  the  collapse 
of  Asian  markets  has  also 
had  a detrimental  impact  on  . 
China's  overseas  sales. 


Mahathir  ‘ready  to 
take  up  work  load9 


region  has  had  a somewhat 
mixed  track  record,  how- 
ever, since  its  establishment 
in  1996-97. 

“The  concept  of  autonomy 
has  not  really  worked.  The 
government  needs  to  tackle 
the  root  cause  of  the  prob- 
lem - the  aspirations  of  the 
Moro  people  for  indepen- 
dence," says  Mr  Murad. 
"Even  if  we  did  accept  an 
autonomy  deal,  there  would 
only  be  another  group  spring 
up.  So  we  have  to  fight  on." 

The  government's  policy 
of  containment  towards  the 
MILF  seems  a tacit  recogni- 
tion that  even  if  it  military 
defeated  the  rebels,  another 


group  would  emerge  to  take 
its  place. 

In  spite  of  recent  hawkish 
comments  by  Joseph 
Estrada,  the  Philippine  presi- 
dent, daring  the  MILF  not  to 
provoke  the  army,  his  gov- 
ernment still  appears  to  be 
adopting  the  policy  of  con- 
tainment backed  by  increas- 
ing development  in  tbe  area 
to  lessen  demands  for  inde- 
pendence. 

This  process,  however,  is 
likely  to  be  a long  haul  with 
the  stalemate  continuing. 

"We  could  see  this  drift  on 
for  many  more  years  unless 
the  government  accepts  our 
demands,”  says  Mr  Murad. 


By  Shefla  McNulty  In  Singapore 

Mahathir  Mohamad. 
Malaysia's  prime  minister, 
was  released  from  hospital 
yesterday  after  10  days' 
treatment  for  bronchitis. 

Dr  Mahathir.  73.  who  had 
a heart  bypass  in  19S9  and 
was  therefore  admitted  to 
the  National  Heart  Institute 
as  a precaution,  was  to  go 
home  and  recuperate  under 
doctors'  supervision. 

He  keeps  up  an  energetic 
public  schedule,  so  his 
absence  from  the  limelight 
fuelled  concerns  that  be  was 
seriously  ill.  He  appeared, 
surrounded  by  family,  an 
television  on  Thursday  to 
end  such  speculation, 
though  he  looked  weak. 


An  official  with  the  prime- 
minister's  office  said  Dr 
Mahathir  would  assume  his 
work  load  right  away. 

Abdullah  Abdullah  Ahmad 
Badawi.  deputy  prime  minis- 
ter, said  that  Dr  Mahathir 
went  to  the  hospital  gymna- 
sium yesterday  and  walked 
1km  on  an  exercise  tread- 
mill. 

Dr  Mahathir's  sacking  of 
Anwar  Ibrahim,  his  deputy 
and  heir-apparent,  has  made 
any  signs  of  frailty  signifi- 
cant, as  it  is  uncertain  who 
will  eventually  succeed  him. 

Mr  Abdullah  has  since 
been  appointed  his  deputy, 
but  Dr  Mahathir  has  not 
made  clear  whether  Mr 
Abdullah  is  his  chosen  suc- 
cessor. 


Banker  bids  to  be  Macao  chief 


By  Louise  Lucas  in  Hong  Kong 


Stanley  Au,  a 58-year-old 
banker  who  holds  several 
public  positions,  yesterday 
launched  his  bid  to  become 
the  first  chief  executive  of 
Macao,  the  Portuguese 
enclave  which  will  return  to 
mainland  Chinese  rule  on 
December  20. 

Mr  Au  is  the  first  official 
candidate  to  come  forward, 
but  his  bid  pits  him  against 
Edmund  Ho,  also  a banker 
and  the  man  widely  tipped 
to  win. 

The  outcome  of  the  chief 
executive  race  will  be 


unveiled  on  May  15.  As  in 
Hong  Kong,  tbe  selection 
will  be  made  by  a Beijing- 
appointed  committee:  the 
Macao  selection  committee 
comprises  200  members  who 
span  business,  labour  and 
the  community  sector.  Both 
candidates  have  good  rela- 
tions with  Beijing. 

Mr  Au's  manifesto  offers  a 
middle  ground,  if  utopian, 
outline  for  Macao:  a law 
before  which  all  are  equal, 
clean  and  efficient  govern- 
ment, developing  finance 
and  high  value-added  indus- 
tries, stamping  out  organ- 
ised crime. 


More  controversially,  he 
would  seek  to  abolish  the 
lucrative  gambling  monop- 
oly now  held  by  tycoon  Stan- 
ley Ho  - a man  who  has 
already  given  his  backing  to 
Edmund  Ho  (no  relation!. 

Mr  Au,  who  is  chairman  of 
the  Delta  Asia  Financial 
Group  which  includes  the 
bank  founded  by  his  father, 
also  sought  to  stress  his 
local  credentials:  “Being  a 
son  of  Macao,  locally  bred,  I 
was  a part  of  Macao's  past 
and  am  firmly  committed  to 
its  present  and  its  future.” 

The  successful  candidate 
to  be  chief  executive  will 


take  responsibility  for 
choosing  his  own  five-strong 
team  of  policy  secretaries, 
who  may  come  from  either 
public  or  private  sectors. 

Only  one  of  the  seven 
existing  secretaries  - the 
Macanese  Jorge  Alberto 
Hagedom  Range!  secretary 
for  public  administration, 
education  and  youth  - is  eli- 
gible to  serve  again;  the 
other  Portuguese  ministers 
will  leave.  This  contrasts 
with  Hong  Kong,  where 
Tung  Chee-hwa,  chief  execu- 
tive, inherited  the  entire 
civil  service  from  the  depart- 
ing British  governor. 


BALLISTIC  MISSILE  IMPACT  LESSENED  BY  WARNING  TO  PAKISTAN  AND  NUCLEAR  POWERS 


Test  unlikely  to  affect  sanctions 


By  Our  Foreign  Staff 

US  officials  yesterday 
described  India's  weekend 
ballistic  missile  test  as 
regrettable  but  suggested 
that  the  launch  would  not 
necessarily  set  back  Indian 
efforts  to  get  US  nuclear 
sanctions  lifted. 

“It  depends  where  they  go 
from  here,"  said  one  US  offi- 
cial, adding  that  India 
needed  to  make  sure  the  test 
was  not  followed  by  other 
actions  that  could  encourage 
a regional  arms  race. 

The  US  and  other  industri- 
alised countries  introduced 
sanctions  against  both  coun- 
tries after  India’s  nuclear 
tests  last  May  and  Pakistan's 
response.  Some  penalties 
have  been  already  eased, 
such  as  a ban  on  loans  to 
India  from  the  US  Export- 
Import  Bank. 

In  a dialogue  being  pur- 
sued with  New  Delhi  by 
Strobe  Talbott,  deputy  US 
secretary  of  state,  the  US 


has  suggested  that  steps  by 
India  - including  its  signa- 
ture to  the  Comprehensive 
Test  Ban  Treaty  - could  lead 
to  a further  easing  of  tbe 
sanctions  when  they  come 
up  for  review  mid-year. 

Officials  noted  that  the 
effect  of  the  test  on  regional 
tensions  should  have  been 
minimised  by  the  advance 
warning  given  to  Islamabad 
of  the  tests. 

India  also  informed  the  US 
and  the  world's  four  otter 
nuclear  powers  in  advance 
of  the  tests.  The  unprece- 
dented warning  to  Pakistan 
was  consistent  with  the  con- 
fidence building  measures 
agreed  by  Atal  Behari 
Vajpayee,  tbe  Indian  prime 
nuuister,  with  Nawaz  Sharif, 
his  Pakistani  counterpart, 
during  their  summit  in 
Lahore  earlier  this  year. 

Mr  Sharif  was  last  night 
faced  with  growing  domestic 
pressure  for  a titfortat 
response,  but  officials  said  a 
decision  had  not  been 


reached.  Share  prices  on  the 
Karachi  stock  exchange  fell 
almost  3 per  cent  yesterday, 
as  anxious  investors,  fearing 
possible  western  economic 
sanctions  on  both  India  and 
Pakistan  In  the  wake  of  the 
tests,  placed  sell  orders. 

SartaJ  Aziz,  the  finance 
minister,  yesterday  repeated 
that  Pakistan  would  give  a 
"befitting  response”  to  the 
Indian  test  However,  senior 
government  officials  said, 
Mr  Sharif  was  likely  to  chair 
a meeting  of  his  security 
officials  in  a day  or  two,  to 
take  a final  decision.  But 
senior  analysts  said  the  test- 
ing of  a Pakistani  missile 
capable  of  carrying  a nuclear 
warhead  was  inevitable. 

Military  analysts  in  Wash- 
ington said  the  updated  Agni 
n missile,  with  a 2000km 
range,  would  have  little 
impact  on  Pakistan,  which 
India  can  reach  with  existing 
missiles.  The  testing  was 
dearly  directed  to  cover  the 
vulnerability  New  Delhi  per- 


ceives with  respect  to  China. 

China  yesterday  expressed 
regret  and  concern  over  the 
Indian  missile  test,  warning 
that  “it  could  trigger  a new 
round  of  arms  race  in  South 
Asia”.  The  Chinese  foreign 
ministry  issued  a statement 
saying  the  test  on  Sunday  of 
the  rocket,  which  is  believed 
to  be  capable  of  carrying  a 
nuclear  warhead  and  reach- 
ing well  into  Chinese  terri- 
tory, violated  the  spirit  of  a 
UN  resolution  calling  on 
India  to  halt  development  of 
nuclear-capable  missiles. 

The  statement  said  China 
had  noted  recent  efforts  by 
India  and  Pakistan  to 
strengthen  dialogue  and  Bei- 
jing hoped  the  two  sides 
could,  continue  “meaningful 
dialogue  with  patience  and 
sincerity”. 

Reports  by  Stephen  Fidler  in 
Washington,  Amy  Louise 
Kazmin  in  New  Delhi,  Far- 
han  Bokhan  in  Iskmabad 
and  James  Harding  in 
Shanghai 
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iKosoVo  war  raises  tensions  on  budget 


/ 2hnn9JS  costin9  /20m-$40m  a day  and 

J f?ntfaon  s mpV  budget  contains 
no  actual  provision!  for  going  to  war 


By  Debonh  McGregor 

in  Washington 


The  growing  cost  of  thJwar 
in  .Yugoslavia  is  exac/bat- 
fng  budget  tensions  befreen 
the  Clinton  administition 
and  key  Republicans,  f 

The  administrate/  has 
signalled  that  it  plaiWo  ask 
Congress  for  new  emigency 
funds  to  pay  for  tlT  war, 
which  is  estimateqto  be 
costing  the  US  betwA  S20m 
and  $40m  a day,  accruing  to 
the  Center  for  Straeic  and 
Budgetary  Assessmits. 

The  US  portion  ofbe  Nato 
air  campaign  agaiit  Yugo- 
slavia cost  up  to  pOOm  in 
the  first  15  days,  le  centre 
reported  in  its  Latft  weekly 
update  of  the  war/  costs.  In 


total,  the  Nato  Bmpaign, 
known  as  Operxrn  Allied 
Force,  has  so  fa  involved 
about  5,000  sortii  of  which 
3.4 00  have  been  fwn  by  US 
aircraft.  MilitW  analysts 
say  the  price  tasould  easily 
climb  above  $2*  if  the  air 
campaign  contifces. 

By  comparisa  the  US  air 
campaign  du im  the  1991 
Gulf  war  cost  [tween  $14bn 
and  $15bn,  bid  on  70,000 
sorties  Crountpp  missions 
by  individualK'naft). 

The  adminiration's  bud- 
get planners  [re  using  the 


centre's  estimates,  as  well  as 
those  of  the  Pentagon  and 
congressional  committees,  to 
try  to  arrive  at  a funding 
request  to  lay  before  Con* 
gross.  Establishing  cost  is  a 
tricky  task,  since  no  one  is 
sure  what  shape  the  allied 
military  campaign  will  take. 

At  the  weekend,  the 
administration  appeared  to 
soften  its  rhetoric  concern- 
ing the  possible  use  of 
ground  troops.  Before  the 
bombing  began,  Nato  plans 
for  a peacekeeping  force  had 
included  4,000  US  troops. 
The  Pentagon  barf  estimated 
the  US  portion  of  that  cost  at 
$l.5bn*$2bn  a year.  But  a 
ground  offensive  involving 
deployment  of  troops  to 
engage  the  Yugoslav  army 
directly  or  return  Kosovar 
refugees  would  cost  consid- 
erably more. 

The  funding  debate  arises, 
m part,  because  of  an  odd 
fact  about  the  US  military 
budget.  It  does  not  contain 
provisions  for  actual  fight- 
ing. The  Pentagon’s  $270bn 
annual  budget  covers  almost 
everything  except  the  costs 
of  going  to  war.  This  gives 
Congress  exceptional  lever- 
age over  the  administration 
in  times  of  a military  crisis, 
a fact  already  underscored 
by  the  budding  debate  over 


Clinton  visits  bomber  crows  in  Louisiana  involved  with  action  fa  Kosovo  - but  how  much  does  the  action  ■ 


how  the  administration  will 

craft  its  funding  request 
President  Bill  Clinton  is 
most  likely  to  ask  for  ‘‘emer- 
gency" spending  that  does 
not  need  to  be  offset  by  cor- 
responding cuts  in  other  pro- 


grammes. But  many  Republi- 
cans in  Congress  can  be 
expected  to  balk  at  such  a 
request  preferring  instead  to 
guard  their  own  priorities, 
such  as  future  tax  cuts,  by 
demanding  that  the  military 


funding  be  “paid  for". 

In  the  near  term,  however, 
the  Pentagon's  main  concern 
is  to  assess  the  immediate 
costs  of  the  military  cam- 
paign. With  the  US  stock  of 
cruise  missiles  running  low, 


for  example,  the  air  force 
bas  requested  that  Congress 
rechannel  $51m  in  funds 
from  the  1999  budget  year  to 
convert  92  nuclear-tipped 
cruise  missiles  into  conven- 
tional ones. 


Chafez  sets  out  to  redraw  Venezuela’s  political  map 


Presidenmay  lose  more  than  he  wins  from 
special  jbwers.  Raymond  Colltt  reports 


a just  oy  two  months  in 
office,  resident  Hugo 
Ch&vez.pe  former  coup 


spending! 
for  a colt 
that  is  ttp 


leader,  halaunched  unprec- 
edented lacks  on  corrup- 
tion a jAn efficient  state 
spendicglnd  set  the  stage 
for  a coitituent  assembly 
that  is  toedraw  Venezuela's 
politicalfap. 

Now.  h an  attempt  to 
tackle  * country’s  daunt- 
ing ecopnic  challenges,  he 
is  ennpbed  in  a power 
struggf  with  congress, 
(hreatang  to  declare  a 
state  /emergency  if  legis- 
lators jny  him  special  pow- 
ers rcraplement  far-reach- 


ing reform  measures. 

While  these  measures 
would  go  a long  way  to  help 
the  government  reduce  a 
dramatic  budget  deficit  and 
overhaul  a collapsed  state 
apparatus,  analysts  say  Mr 
CMvez’s  confrontation  with 
congress  could  trigger  a con- 
stitutional crisis  and  alien- 
ate Investors. 

“At  stake  is  the  economic 
and  political  stability  of 
Venezuela,  one  of  -the 
world’s  leading  oil  export- 
ers," says  one  foreign 
observer  In  Caracas. 

The  bill  before  Congress 
would  raise  an  estimated 


$1.5bn~$2bn  in  taxes,  allow 
the  government  to  renegoti- 
ate its  S4bn-plus  foreign  debt 
obligations,  and  pave  the 
way  for  private  sector 
investment  in  the  power, 
gas,  and  other  economic  sec- 
tors. 

Yet  analysts  say  Mr 
Chavez  could  be  losing  more 
than  he  may  win  from  a spe- 
cial powers  law  or  state  of 
emergency.  “If  congress 
backs  down  or  he  declares  a 
state  of  emergency,  it  raises 
the  prospects  of  an 
unchecked,  authoritarian 
government.  Either  way  it 
raises  a lot  of  uncertainty 
among  investors,"  says  Luis 
Garrido,  chief  analyst  with 
Merimest.  a local  invest- 


ment bank.  “We  simply 
don't  know  what  is  going  to 
happen.  It's  a political  game 
and  we  can't  fully  gauge  the 
risk." 

Such  uncertainty  has  sent 
Venezuela's  equity  market 
into  a tailspin,  just  as  inves- 
tor sentiment  towards  Vene- 
zuela had  begun  to  improve 
with  the  recovery  in  the 
price  of  oil,  the  country’s 
main  source  of  income.  The 
index  of  the  Caracas  stock 
exchange  had  fallen  nearly  9 
per  cent  since  the  middle  of 
last  week  although  it  had 
begun  to  stage  a recovery  by 
midday  yesterday. 

“It  is  not  clear  whether  he 
is  simply  seeking  a certain 
level  of  confrontation  or  is 


wanting  to  rule  by  decree," 
says  Joyce  Chang,  emerging 
markets  strategist  at  Merrill 
Lynch,  the  investment  bank, 
in  New  York.  “His  motives 
are  an  enigma." 


Some  observers  say  Mr 
CMvez’s  real  interest  is 
to  build  political  capital 
before  this  month's  referen- 
dum on  a constituent  assem- 
bly. Indeed,  he  defied  con- 
gress despite  its  willingness 
to  grant  him  most  of  the 
additional  powers  he  seeks. 
“Economics  bas  little  to  do 
with  this.  It’s  a show  of 
force,”  says  Sal  Cabreras,  a 
Caracas-based  political  ana- 
lyst. 

Yet  Mr  Chavez’s  all-or- 


nothing  strategy  could  back- 
fire and  trigger  a full-blown 
constitutional  crisis  if  his 
poor  rapport  with  congress 
continues  and  not  all  of  his 
demands  are  met  “We  are  in 
a potential  gridlock.  This  is 
a real  crisis  situation,”  says 
Ricardo  Penfold,  chief  ana- 
lyst with  Santander  Invest- 
ment in  Caracas. 

Whatever  additional  pow- 
ers Mr  Chavez  may  get  or 
take  in  coming  days,  the 
responsibility  of  economic 
recovery  will  be  exclusively 
in  his  hands.  “He  will  have 
no  more  excuses,  he'll  have 
to  act”  says  Ms  Chang.  “It 
will  all  stop  with  him.” 


Venezuela  emergency,  Page  15 


NEWS  DIGEST 


MISTRIAL  ON  TWO  OTHER  COUNTS 


McDougal  is  found  not 

guilty  in  Whitewater  trial 


Susan  McDougal  has  been  found  innocent  of  obstructing 
Kenneth  Starr's  Whitewater  investigation  and  the  judge 
declared  a mistrial  yesterday  on  the  other  two  charges 
against  her. 

US  District  Judge  George  Howard  declared  the  mistrial 
on  two  criminal  contempt  counts  just  before  jurors  deliv- 
ered the  innocent  verdict  in  the  courtroom. 

“1  had  a fair  trial  and  my  day  in  court  and  < thank  you  for 
that,”  Mrs  McDougal  told  the  judge  in  court  after  the  jury 
left  the  courtroom. 

The  prosecutor,  Mark  Barrett,  said  a retrial  was  “obvi- 
ously an  option”.  Mr  Barrett  said  he  hoped  prosecutors 
would  decide  within  a couple  of  weeks  whether  to  try 
again. 

Mis  McDougal  was  charged  with  obstruction  and  crimi- 
nal contempt  for  refusing  to  testify  to  grand  juries  in  the 
Whitewater  probe  in  1996  and  in  1998.  AP,  Little  Flock, 
Arkansas 


US  SHIPBUILDING 


Antitrust  fears  may  hit  merger 


A proposed  $1.4bn  takeover  by  General  Dynamics  of 
Newport  News  Shipbuilding  has  run  into  trouble,  John 
Warner,  chairman  of  the  Senate  armed  services  commit- 
tee, said  yesterday. 

"Approval  of  the  proposed  merger  is  now  less  likely."  the 
Virginia  Republican  said. 

“The  Department  of  Defence  is  finding  that  the  case 
against  the  merger  is  getting  stronger  every  day.”  Mr 
Warner  and  Chuck  Robb,  a Democratic  senator  from  Vir- 
ginia, have  expressed  concerns  over  the  deal,  which  would 
merge  the  only  two  makers  of  nuclear-powered  subma- 
rines and  concentrate  about  80  per  cent  of  the  nation's 
shipbuilding  into  one  $5bn  company. 

Reuters,  Washington 


BRAZIL  CENTRAL  BANK 


Officials  to  be  probed 


The  Brazilian  central  bank  yesterday  set  up  an  inquiry  to 
investigate  allegations  that  a local  bank  paid  bribes  to  offi- 
cials at  the  central  bank  in  return  for  inside  information  on 
currency  policy. 

The  federal  police  are  also  opening  an  investigation  into 
claims  in  a magazine  report  that  Salvatore  Cacciola,  the 
former  owner  of  Banco  Marka.  which  recently  failed,  paid 
central  bank  officials  for  inside  tips.  The  inquiries  follow  a 
growing  scandal  over  events  at  Banco  Marka,  which  went 
into  liquidation  in  January  despite  being  sold  dollars  by  foe 
central  bank  below  foe  market  price  at  foe  peak  of  Brazil’s 
currency  crisis.  Geoff  Dyer,  Sao  Paulo 


On  the  web  today 

• Welcome  to  Oregon,  but  please  don't  stay 

• Foreign  banks  struggle  to  find  Canadian  foothold 

• Chile  may  curb  short-term  capital  flows  again 
httpd7www.ft.com/arnericas 


N.  I to  Spain  and  Latin  Am wck 


Tf y Jbcrw’i  new  Inierc«nt:»«»**l  Satinets  CLxn  tad  enjoy  * world  clan  experience  on  a 
world  cbf  airline-  Ouuircrthing  competition  it  .ear  batjam.  Iberia  pm*  yon  112  cms. 

of  room  between  you  eixoiMUBatly  designed.  seat  and  the  one  in  front,  ltd  it  in  style  and 
made-to-B»elsl,,e  taB^n  wtKng  away  the  time  watching  films,  sports  or  news  on  yuui 


individual  video  serren.  make  t call  from  fair  teal  on  four  personal  telephone  nr  treat 
your  palate  to  * Mediterranean  Cuisine  tnsputd  choice  d three  menus,  amongst  many 
other  possibilities-  And  when  you've  landed  and  had  rime  to  reflect,  you’ll  have  no  doubt 
it  to  why  Iberia  is  (oday  one  of  the  leading  bmineij  tirliaet  of  ihc  world. 
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BRITAIN 


TRANSPORT  TRUCKS  FORM  BLOCKADE 

Minister  to 
consider  tax 
on  hauliers 


entering  UK 


By  George  Parker 
and  John  Griffiths 


Ministers  are  considering 
imposing  new  taxes  an  Euro- 
pean Union  hauliers  enter- 
ing Britain,  in  an  attempt  to 
appease  protesting  truckers 
in  the  domestic  industry. 

John  Reid,  transport  min- 
ister, revealed  yesterday  that 
he  was  considering  the 
option,  as  lorry  drivers  again 
blockaded  streets  in  London 
and  seven  other  cities 
around  Britain. 

Mr  Reid  said  he  would 
look  at  a proposal  by  the 
opposition  Conservative 
party  for  a system  of 
vignettes  to  be  applied  to  all 
foreign  hauliers  entering 
Britain. 

The  system  already 
applies  in  some  EU  coun- 
tries, including  Germany 
and  the  Benelux  states,  and 
costs  hauliers  about  £5  f'$8>  a 
day. 

The  Conservative  plan, 
which  dubs  the  vignette  a 


“Brit  disc”,  would  effectively 
decrease  the  competitiveness 
of  visiting  hauliers  using  UK 
roads.  It  would  also  recycle 
the  proceeds  to  reduce 
vehicle  excise  duty  for  the 
domestic  industry. 

Mr  Reid's  officials  said  the 
vignette  idea  was  under  con- 
sideration, but  would  only 
be  given  detailed  scrutiny 
once  the  government  had 
carried  out  a full  evaluation 
of  the  competitiveness  of  the 
UK  industry. 

British  hauliers  claim  the 
rise  in  diesel  fuel  duties  in 
last  month's  Budget,  and  ris- 
ing vehicle  taxes  for  certain 
trucks,  has  given  their  conti- 
nental rivals  a competitive 
advantage. 

While  the  vignette  scheme 
would  almost  certainly  help 
to  quell  the  lorry  protests, 
the  Department  of  Environ- 
ment, Transport  and  Regions 
said  it  was  studied  and 
rejected  by  the  last  Conser- 
vative government. 

Yesterday’s  demonstration 


by  hauliers  was  accompan- 
ied by  a show’  of  solidarity 
from  the  rail  industry,  which 
accused  the  government  of 
using  a “blunt  instrument" 
in  raising  diesel  and  petrol 
duties  by  6 per  cent  more 
than  the  rate  of  inflation. 

One  of  the  government’s 
main  explanations  for  the 
increase  is  to  shift  a greater 
volume  oT  goods  from  road 
to  rail  on  environmental 


grounds.  But  they  were  crit- 
icised by  Brian  Mellitt,  chair- 
man of  the  Rail  Forum,  rep- 
resenting rail  freight 
operators,  as  felling  equally 
hard  on  the  rail  freight 
industry. 

“People  forget  that  many 
freight  locomotives  are 
themselves  diesel  operated, 
so  the  increased  costs  fall  on 
the  rail  industry  as  well  as 
the  hauliers,"  he  said. 


"Also  the  fuel  price  escala- 
tor does  nothing  to  impact 
on  the  foreign  hauliers  who 
are  free  to  undercut  not  just 
British  truckers  but  also 
Britain’s  rail  operators.” 
Truck  drivers  jammed 
routes  in  cities  including 
London.  Manchester,  Edin- 
burgh, Newcastle  and 
Exeter,  and  declared  they 
would  hold  further  protests 
unless  fuel  costs  were  cut 


THE  ECONOMY  FOR  THE  FIRST  TIME  IN  12  MONTHS,  SURVEY  SHOWS  MOST  INSTITUTIONS  ARE  OPTIMISTIC 

Financial  services  sector  takes  upbeat  view 


By  George  Graham, 
Banking  Editor 


British  financial  services 
companies  have  begun  to 
shake  off  their  fears  of  eco- 
nomic slowdown,  according 
to  the  latest  survey  of  the 
sector  by  the  Confederation 
of  British  Industry,  the  UK's 
principal  employers'  organi- 
sation, and  the  PwC  accoun- 
tancy firm. 

Tim  quarterly  survey,  car- 
ried out  a month  ago, 
showed  that  38  per  cent  of 
the  190  banks,  building  soci- 
eties [mutually  owned 


savings  and  home  loans 
institutions],  securities  trad- 
ers, fund  managers  and 
other  financial  institutions 
were  more  optimistic  than 
they  had  been  three  months 
earlier.  Only  14  per  cent 
were  less  optimistic. 

This  was  the  first  time  for 
a year  that  more  companies 
were  optimistic  than  pessi- 
mistic. 

The  survey  sample 
includes  many  institutions 
with  non-UK  owners,  as  well 
as  many  whose  business  is 
conducted  outside  the  UK- 
Most  of  the  growth,  how- 


ever, has  come  in  domestic 
UK  operations. 

Volumes  of  business  with 
overseas  customers 
remained  flat  for  the  second 
quarter  in  succession,  with 
only  a modest  upturn  expec- 
ted over  the  next  three 
months.  “Confidence  seems 
to  be  returning  following  the 
lows  seen  in  the  second  half 
of  last  year,  which  then 
reflected  concern  about 
world  financial  turmoil  and 
the  apparent  threat  of  a UK 
recession.'’  said  Sudhir  Jun- 
ankar,  CBI  associate  director 
of  economic  analysis. 


Overall  business  volumes 
picked  up,  and  many  firms 
expected  this  trend  to  con- 
tinue. Securities  traders  and 
insurance  brokers  reported 
the  largest  increases  in  vol- 
ume, while  general  insurers 
and  building  societies 
reported  falls. 

"Business  volumes  are 
staying  above  normal, 
although  still  below  the 
highs  seen  in  the  first  half  of 
1998,”  Mr  .lunankar  said. 

For  the  next  three  months, 
46  per  cent  of  those  ques- 
tioned expected  further 
increases  in  business  vol- 


umes. Of  these,  general 
insurers  and  bull  ding  societ- 
ies expected  a decline. 

Business  with  industrial 
and  commercial  companies 
continued  to  decline  and 
only  slight  increases  are  pre- 
dicted. Trading  volumes 
with  financial  institutions, 
on  the  other  hand,  grew 
steadily,  while  retail  custom- 
ers continued  strong  growth. 

“Domestic  competition  is 
now  the  most  likely  con- 
straint on  business  over  the 
next  12  months,”  said  John 
Hitchins,  senior  banking 
partner  at  PwC. 
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Retailers 
see  sales 
figures 
begin  to 
improve 

By  Christopher  Adame, 

Christopher  Brown-tomes 
and  George  Oafram 


Retailers  have  detected  the 
first  signs  of  an  underlying 
improvement  in  sales,  fol- 
lowing interest  rate  cuts 
that  have  dramatically 
reduced  the  cost  of  borrow- 
ing. 

In  hs  latest  monthly  sur- 
vey, published  today,  the 
British  Retail  Consortium 
reports  animal  growth  of  3J3 
per  cent  in  the  value  of  like- 
fbr-like  sales  during  March, 
the  strongest  since  April  last 
year  and  a big  increase  from 
the  figure  of  L3  per  cent  in 
February. 

The  survey,  which  covers 
half  of  all  UK  retail  sales,  is 
the  latest  of  several 
forward-looking  indicators  to 
suggest  consumer  confi- 
dence, and  the  desire  to 
spend,  is  picking  up. 

However,  the  retail  figures 
should  be  treated  with  cau- 
tion. The  timing  of  Easter, 
which  came  earlier  this  year 
than  last,  may  have  helped 
lift  volumes  since  spending 
tends  to  rise  before  the  holi- 
day. After  excluding  the  Last 
week  of  March,  the  consor- 
tium estimates  sales  rose  0.9 
per  cent.  Pamela  Webber, 
the  consortium's  economist, 
said:  “It's  encouraging  since 
this  is  the  third  month  in  a 
row  we've  had  growth.  We’re 
hopeful  that  retailing  is  pull- 
ing out  of  the  trough.  But 
the  recovery  is  slow,  given 
consumers  are  better  off  and 
there  hasn’t  been  any  more 
bad  news  on  the  economy. 

Borrowers  yesterday 
received  an  extra  benefit  as 
HalffaT  and  Abbey  National, 
the  UK's  biggest  mortgage 
lenders,  cut  their  mongage 
rates  by  0.1  percentage 
points,  continuing  a process 
that  has  taken  home  loan 
rates  to  34-year  lows.  But 
they  did  not  match  last 
week's  quarter  point  reduc- 
tion in  base  rates  by  the 
Bank  of  England,  the  UK 
central  bank,  saying  they 
bad  to  think  of  the  impact 
on  their  savers. 


NEWS  DIGEST 
ELECTRONICS  


NEC  Semicondictor  to  - 
invest  $56m  in  Scots  plant  |1  * 


„ _ ■ the  chip-miting  arm.of.the Japanese 

» invest  i further  235m  gS8ro)In 

jWfe  output  from  the  equivalent  f 4m  64  MBchps  * , 

"SfiSliZES  supples  rtMfehg. 

market  for  memory  chips,  appfic^spe^  inteflg^ 

a call  centre  in  Edinburgh 
to  serve  companies 

employ  70  people.  BPS  Teleperformare  is  afpwdafi&t 
mSShmSSw  based  in 
tres  worldwide,  it  also  has  sites  in  Loron  and  Birming- 
ham. James  Buxton,  London 
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Office  hits  further  pralems 

The  Office  for  National  Statistics,  the  govnm^’s  official 
number  gatherers,  admitted  yesterday  it  td  hit  a further 
problem  compiling  unemployment  data,  flowing  cwht>- 
versy  last  year  over  its  average  earnings  sies.  Youth 
unemployment  statistics  have  shown  errat  movements, 
likely  to  make  It  more  difficult  to  judge  theuccess  of  the 
government's  New  Deal  programme  to  aidra  younger 
jobless.  The  ONS  said  it  was  unable  to  cord  for  sea-; 
serial  patterns  in  employment  rates  for  thot  aged 
between  18  and  24,  the  group  targeted  by  *NaWDeaL 
As  a result,  the  ONS  labour  market  statist  - to  be 
published  tomorrow  - will  remove  the  separe  seasonally 
adjusted  figures  using  the  standard  Intemathal  Labour 
Organisation  measure  of  employment  for  th®  aged 
between  18  and  24.  Richard  Adams,  Londc 

WATER  INDUSTRY 


Price  rises  proposed 

Four  water  and  sewerage  companies  yesterdawt  out . 
plans  for  price  rises,  even  though  Ofwat,  the  irjstry  regu- 
lator, has  proposed  cute.  Industry  executives  si  they 
would  be  unable  to  finance  the  government’s  airorenen- 
tal  and  water-quality  Investment  targets  and  fur  price 
cuts. 

Yesterday,  Yorkshire  Water,  North  West  WateHyder 
and  Anglian  Water  said  they  would  require  real  jee  rises 
over  the  period  to  fund  their  capital  expenditure  t> 
grammes,  with  none  offering  an  initial  price  cut  fe  com- 
pares with  Ofwat ’s  plans,  in  its  Prospects  for  Pros  docu- 
ment in  October,  for  initial  price  cuts  of  15-20  parent, 
followed  by  bill  increases  to  leave  total  biUs  2-12  sr  cent 
lower  at  the  end  of  the  period.  Thordd  Barker,  Ladon 
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N IRELAND  BLAIR  PUSHES  FOR  BREAKTHROUGH 


CONSTRUCTION 


Ready  for  take-off. 

Berlin  Brandenburg  International  Airport. 


In  flying,  there's  a prime  prin- 
ciple: before  moving  into  the 
take-off  position,  make  sure 
that  aJJ  systems  are  working. 
This  is  a principle  we  also  ob- 
serve. Achieving  success  is  a 
question  not  just  of  the  concept 
but  also  of  competence  and 
capability.  For  the  new  Berlin 
Brandenburg  International 
Airport  we  not  only  have  a con- 
vincing design.  We  also  have  a 
team  able  to  reliably  transform 
our  concept  into  reafity. 


The  interests  of  all  those  in- 
volved caD  for  an  integrated 
approach.  Acceptance  on  the 

part  of  users,  the  international 
orientation  and  the  impetus  • 
given  to  the  regional  economy 
are  just  three  aspects.  Con- 
vincing fuicttonaMy  must  be 
combined  with  maximum  effi- 
ciency. 

In  us,  BerBn  and  Brandenburg 
have  found  the  right  partners. 


Fhjghaf en-  Partner 
fQr  Berlin  und 
Brandenburg 

HOCHTIEF  AIrPort 

Ftaghalan 
FMkIMIMlM 
nniwp.—wrrtin  aw m 
ABB 


Little  sign  of 
progress  on  eve 
of  resumed  talks 


By  John  Murray  Brawn 
in  Dublin 


Tony  Blair,  the  UK  prime 
minister,  is  unlikely  to  join 
the  resumed  peace  talks  in 
Northern  Ireland  this  week 
unless  there  Is  a chance  the 
parties  can  agree  a break- 
through in  the  impasse  over 
handing  in  terrorist  arms, 
according  to  British  officials. 

The  UK  arid  Irish  Republic 
governments  have  proposed 
a compromise  that  would  see 
Sinn  F6in,  the  political  wing 
of  the  Irish  Republican 
Army,  taking  ministerial 
seats  following  a “collective 
act  of  reconciliation”  In 
which  paramilitaries  would 
“put  some  arms  beyond  use” 
and  the  British  army  would 
announce  a big  reduction  in 
Its  security  presence. 

But  as  Mo  Mowlam,  chief 
Northern  Ireland  minister  in 
the  UK  government,  and 
David  Andrews,  the  Irish  for- 
eign minister,  prepared  to 
chair  bilateral  meetings  with 
the  parties  today,  there  was 
little  sign  of  agreement 
between  the  Ulster  Union- 


ists, the  biggest  pro-British 
party,  and  Sinn  Ffein. 

David  Trimble,  the  Ulster 
Unionist  leader  and  North- 
ern Ireland  first  minister, 
said  in  recent  statements 
that  senior  republicans  bad 
not  ruled  out  decommission- 
ing. “I  noticed  that  they 
don't  repeat  what  IRA  state- 
ments had  contained  up 
umHI  a fortnight  ago  - in 
other  words,  an  adamant 
refusal  to  decommission  in 
any  circumstances  whatso- 
ever,” he  said.  Mr  Trimble 
added  that  he  would  “need 
to  wait  and  see  what  their 
position  actually  is”. 

Under  the  joint  proposals, 
the  UUP  would  have  the 
power  to  reject  the  Sinn  Fein 
nominations  for  ministers  if 
decommissioning  had  not 
taken  place  to  the  satisfac- 
tion of  the  panel  headed  by 
General  John  de  Chaste  lain. 

Unionists  are  also 
unhappy  about  proposals  for 
a joint  day  of  remembrance 
for  all  victims  of  “the  Trou- 
bles” - giving  IRA  terrorists 
equal  status,  unionists  com- 
plain, with  IRA  victims. 


Output  forecast  to  rise  this  ear 

Construction  industry  output  will  increase  during  thsec- 
ond  half  of  1999  and  strengthen  over  the  next  two  yjrs, 
the  National  Council  of  Building  Material  Producers  re- 
cast yesterday.  Commercial  construction  wit  remain trong 
this  year  - buoyed  by  an  increase  in  school  and  hosts! 
work  through  the  government’s  private  finance  initiate, 
which  aims  to  attract  private-sector  cash  to  public 
structure  projects.  The  rail  link  to  the  Channd  tunnel 
between  England  and  France  will  help  lift  infrastiructu 
work  during  2000  and  2001  and  will  offset  reductions) 
road  investment 

Total  construction  output,  which  increased  by  1.5  prl 
cent  in  1998,  is  forecast  to  grow  by  1 5 per  cert  agaiiTfo 
year,  by  3 per  cent  in  2000  and  by  3.5  per  cert  In  200 
Construction  output  in  housing  is  forecast  to  grow  by  l 
per  cent  this  year,  by  4 per  cent  in  2000  and  ty  2J&  pe 
cent  in  2001. 

Charies  Novotny,  chairman  of  the  BMPs  foreasting 
panel,  said:  “Recent  interest  rats  cuts  have  he^ed  to  Bl  - 
ind ustry  confidence  from  the  low  point  reachedat  the  ej 
of  last  year,  especially  in  the  private  housing  setora.  Th 
increased  investment  in  hospitals  and  school  btfdtngs  *\ 
be  a major  source  of  commercialrsector  growth  Tver  the 
next  three  years  as  various  millennium -related  objects  a. 
completed.”  Sathnam  Sanghera,  London 


INSURANCE 

Arson  ‘costs  $3.2m  a day’ 

Arson  costs  insurers  almost  £2m  ($3.2m)  a day  ad 
associated  with  up  to  75  per  cent  of  blazes  attenoc 
fire  services,  the  Association  of  Local  Authority  Fffic 
m Gough,  divisional  ofo. 

both  England  and  Wales  are  suffering  in  excess  ofli 

fires  a year  that  can  be  attributed  to  the  activities  f 
ists.  ■, 

stnjgglin9  against  fraud  every! 
were  more  likely  to  investigate  large  claims.  Howevt 
the  case  of  small  claims  many  bsu reread  not  ever 
raqure  evidence  of  a fire  repit  AndrewBolgerlTi 


DEVOLUTION  SHAKE-UP  PLEDGED  ON  SCOTS  LAND  OWNERSHIP,  AS  LABOUR  ATTACKS  wh  sA 

Minister  makes  schools  a priority 


By  James  Buxton  and 
Andrew  Parker  in  Etfinburgh 


The  governing  Labour  party 
yesterday  made  a push  to 
Improve  Scotland’s  educa- 
tion system  the  centrepiece 
of  Its  manifesto  for  elections 
to  the  new  Scottish  partia- 
ment 

It  also  attacked  Plaid 
Cymru  after  the  nationalist 
party  launched  its  manifesto 
for  elections  to  the  Welsh 
assembly.  Both  polls  are  on 
May  6. 

Donald  Dewar,  chief  minis- 
ter for  Scotland  and 
Labour's  candidate  for  first 
•minister  — prime  minister  — 
in  the  parliament,  said  his 
first  action  on  taking  power 
would  be  approving  an  “edu- 
cation for  a nation”  act 
He  said  Scotland  needed 
“to  restore  In  the  next  cen- 


tury the  reputation  it  had  In 
past  centuries  as  a world 
leader  In  education”. 

Labour  would  restore 
teachers  to  their  traditional 
status  In  Scottish  society, 
using  financial  rewards  for 
the  best  through  a pay  and 
promotion  structure.  Assis- 
tants would  also  be 
employed  to  take  on  admin- 
istrative tasks. 

Mr  Dewar  said  ministers 
would  be  under  a statutory 
duty  to  ensure  higher  stan- 
dards were  achieved.  "If  the 
education  minister  doesn’t 
make  the  grade,  he  or  she 
won't  be  education  minis- 
ter.” he  added.  The  stan- 
dards would  be  agreed 
between  parents,  local  edu- 
cation authorities  and  gov- 
ernment. 

Mr  Dewar  also  said  a 
Labour  administration 


would  legislate  to  abolish 
the  feudal  system  of  land 
tenure  in  Scotland  - which 
has  existed  since  medieval 
times  - and  to  implement 
land  reform  giving  commu- 
nities the  right  to  buy  the 
land  on  which  they  lived.  He 
would  also  permit  the  Scot- 
tish  administration  to  hold 
up  land  sales  to  assess  the 
public  interest. 

The  manifesto  reiterates 
that  Labour  would  not  levy 
the  so-called  tartan  tax  - a 
3p  income  tax  surcharge  - in 
its  first  term.  It  hints  that 
Labour  might  not  use  the 
Scottish  parliament's  power 
to  abolish  the  uniform  busi- 
ness rate,  saying  Scottish 
business  must  not  be  asked 
to  shoulder  a rate  burden 
that  affects  Its  ability  to 
compete  against  companies 
in  other  parts  of  the  country. 


The  manifesto  was  Suno- 
diately  attacked  by  the  cot- 
tish  National  , party  becuse 
most  of  it  could  be  ixole- 
mented  by  the  UK  paQa- 
ment  at  Westminster  in  an- 
don  and  parta  of  it  ctdd 
only  be  carried  out  there 
In  Wales,  ?eter  H*v 
Labour's  campaign  manau- 
claimed  Plaid  Cymru  word 
“take  Wales  dovn  the  pfc 
to  separatism  aad  indent- 
dence”. 


and  ignoring  W 
ests.  Plaid  Cym 
Promises  of  free 
eye  checks  and  n 
for  early-years 
would  be  paid 
savings  in  ths 
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ENVIRONMENT  & TECHNOLOGY 


INFORMATION  TECHNOLOGY  BRIffS 


The  enwonmerxal  action  group  says  it  is 
increasingly  discussing  solutions  with 
companies,  wrfes  Vanessa  Houlder 


For  corporate  image 
makers,  few  adver- 
saries are  more 
unnerving  than  a pressure 
group  such  as  Girenpeace. 
Its  aggressive  campaigns 
compa- 
'Hoechst, 
Shell,  Monsanto/  Novartis 
and  Nestle.  havj  Inflicted 
serious  damage/  on  these 


businesses’  rep 


The  power  of  Greenpeace 
to  shift  publp  opinion 
ay  and  its 
y acknowl- 

ce  is  doing 


we  are, 


recently. 


a better  job 


said  Monsanr  „ . 

admitting  that/its  efforts  to 
y-modlfied 
had  back- 


to  abandon  plans  to  wink  the 
Brent  Spar  oil  storage  plat- 
form in  1995,  Mr  Bode  says 
the  admission  that  it  was 
wrong  in  one  of  its  claims 
about  the  platform  was  a 
low  point  in  its  25-year  his- 
tory. 

Perhaps  surprisingly,  he 
shares  some  of  his  oppo- 
nents' concerns  about  media 


Campaigns  in 


developed 


countries  are  no 


longer  a 


‘win  win’  game 


tie  product.  Greenpeace 
members  are  asked  to  fax 


letters  of  complaint  to  food 
shops  where  they  find  the 


product. 

The  decision. to  ‘’pick  on"  a 
particular  company  is  a 
pragmatic  one,  rather  than  a 
desire  to  attribute  guilt,  says 
Mr  Bode.  Focusing  on  indi- 
vidual companies  clarifies 
the  issue  for  consumers^ 
increasing  the  pressure  tihej? 
can  bring  to  bear  and,  hope- 
fully, rippling  out  to  force 
other  companies  to  change 


their  ways. 


Corporations  are  very 
susceptible  to  public  opinion 


and  vulnerable  to  consumer 


pressure,"  says  Mr  Bode. 

In  spite  of  its  aggressive 
tactics,  Greenpeace  says  it  is 
developing  an  increasingly 
constructive  relationship 


USr- 
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Going  for  the  Images  Bode,  the  executive  director,  famas  public  opinion  as  a 


Greenpeace 


But  can  G 


its  cam 


irrational. 


intrinsically! 


as  many 


Nobel  prize- 


called  it  “a 


ists  appeal! 


but  to  i 
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economis 
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m 


not  to  reason 

and  emo-  “unfairness”  of  Greenpeace's 


tactics? 


claims  that  its 


not  ho 


Indeed, 


shifting 
mutual 
Hi 


He  dismisses  the  charge 
that  Gpenpeace  is  unac- 
and  irresponsible, 
is  to  provide  infor- 
hich  has  not  been 
by  others.  I think 
lutely  necessary 


for  democracy. 

about  the  accuracy 


tion  issued  by 


ce?  Mistakes,  says 


Mr  B 
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pt  the.  moral,  high 
Despite  its  success 
Royal  Dutch  Shell  Sea  view;  the 
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tha  Brent  Spar  ol  pbtfonn 


images  and  emotions  . 

Nevertheless.  Mr  Bode 
says  that  opinion  polls  of 
Greenpeace  supporters  show 
that  they  are  in  favour  of 
offering  solutions. 

And  he  believes  there  may 
be  more  scope  for  Green- 
peace to  discover  and  pro- 
mote environmentally- 
friendly  technologies  that 
have  been  neglected  by  busi- 
ness. Existing,  unpatented 
technology  - even  that 
invented  as  long  as  80  years 
ago  - can  be  updated  using 
new  materials  and  electron- 

Underpinning  its  venture 


we  are  racing. 

Unlike  developing  coun- 
tries. where  nearly  everyone 
benefits  from  tighter  envi- 
ronmental standards,  Green- 
peace’s campaigns  in  devel- 
oped countries  are  no  longer 
a “win  win"  game.  “There 
will  be  winners  and  losers,” 
says  Mr  Bode,  citing  the 
example  of  coal  miners  who 
are  losing  their  subsidies  in 
the  quest  for  cleaner  energy. 

It  is  hard  to  inspire  people 
about  environmental  issues 
if  they  are  anxious  about 
their  jobs,  he  says.  To  fight 
for  idealistic  goals  you  need 
a society  in  social  harmony.” 


RadioSinja  opens 
GSM  airways 
text-based  chat 

Finnish  technology  group 
Radlofinja  has  launched  the 
first  GSM  text  chat  service. 
"AskSt”  enables  call  phone 


users  to  send  text  messages 
anonymously  and 
correspond  with  other  phone 


uses. 

The  service  supports  a 
number  of  channels  which 
enables  different  interest 
areas  for  participants  to 
discuss  specific  topics  with 


like-minded  users. 

Participants  need  a 
Radlofinja  connection  and  a 
GSM  phone  with  a text 
message  facility.  Users  must 
register  via  their  phones  to  a 
number  that  operates  the 
service  and  can  then  enter 
the  chat  room  they  want. 


www.racfiofinja.fi 


Flat  monitor  for 


multimedia  use 


A new  flat  panel  multimedia 
monitor  has  been  introduced 


by  NEC,  the  Japanese 
group.  The  Multisync 
LCD1400M  has  a digital 
colour  TFT  panel  with  a 
viewing  angle  of  90  degrees 
It  offers  connectivity  for 
videoconferendng,  cameras, 


keyboards  and  scanners. 

NEC  says  the  new  product 
brings  high  resolution  and 
flicker-free  Imaging.  The 
screen  depth  is  less  than 
four  inches  and  it  weighs 
5kg.  Other  features  include 
an  on-screen  manager, 
power  management,  and 
plug  and  play  for  Windows 
95/98.  It  will  retail  for 


Check  Point 


secure  sign-on 


Check  Point,  the 


Israeli-based  computer 


security  group,  has 
developed  what  it  claims  is 
the  industry's  first  security 
solution  for  dynamic, 

user-based,  single  sign-on 


to  a network. 

this  has  been  achieved 
through  the  integration  of  its 


FlreWall-l  and  VPN-1 
enterprise  security  solutions 
with  the  group’s  new  Meta 
IP  yser-to- Address  Mapping 
(UAM)  technology. 

The  development  gives 
network  administrators  a 
solution  that  can  match  user 
identities  and  security 
profiles  with  IP  network 
addresses  that  are 
individually  assigned  and 
often  changing.  And  the 
group  adds:  “For  the  end 
user,  this  integration 
provides  the  convenience  of 
single  sign-on  to  the 
network  without  the  use  or 
multiple  passwords.” 


Check  Point’s  UAM 


technology  “enables 
transparent  and  automatic 
implementation  of 

used-based  security  policies 
in  dynamic  network 
environments”,  it  says. 


www.  checkpoint  com 


Authentic  article 


in  the  hand 


Another  security 
development  has  been 
announced  by  AetivCard. 
The  IT  security  systems 
group  has  launched  a 
hand-held  authentication 
token.  AetivCard  says  the 


product  is  an  “easily 
deployable,  low-cost 
authentication  solution  for 
managing  corporate 
information  and  creating 
secure  internet  business 


applications 


The  token,  known  as 


AetivCard  One,  allows 
network  administrators  to 
control,  distribute  and 


manage  corporate 
credentials  using  static  and 
dynamic  passwords.  This 
enables  employees,  partners 
and  customers  to  access  a 
network  remotely  using  one 

password,  thereby 
eliminating  the  need  for 
multiple  log-on  and 
verification  procedures. 


The  token  is  activated  by 
entering  a PIN  number  on  its 
display  pad  and  a one-time 
password  is  generated  for 
secure  Windows  log-in, 
remote  access  and  internet 
access  through  firewalls. 


wwwActivcard.com 
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ON  THE  WEB 


Power  to  the 
purchaser 


The  latest  trend  in 
e-commerce  allows 
buyers,  not  seders, 
to  set  prices 

“Buyer-driven  commerce"  - 
the  idea  of  putting-  the  power 
to  set  prices  in  the  hands  of 
buyers  rather  than  sellers  - 
is  the  flavour  of  the  month 
on  the  internet. 
PriceUne.com,  the  company 
that  pioneered  the  idea  of 
“naming-  your  price"  for  air 
tickets,  was  valued  at  more 
than  $iObn  on  its  Nasdaq 
flotation  last  week. 

PriceLine  works  by 
keeping  a database  of  air 
tickets  and  giving  buyers  a 
one-shot  chance  to  say  how 
much  they  are  wining  to  pay 
to  travel  a given  route  on  a 
given  day.  But  now  two 
much  smaller  companies  are 
trying  to  build  new 
businesses  on  a model  that 
is  technically  more 
sophisticated. 

One  is  DeaTnme.com,  a 
start-up  from  Israel  that  has 
moved  its  headquarters  to 
the  US. 

DealTime’s  web  site  offers 
an  easy-to-use  agent  that  lets 
you  specify  a product  using 
different  criteria  and  then 
searches  the  web  for  the 
lowest  prices.  It  is  smarter 
than  some  agents  because  it 
includes  information  about 
time-limited  deals  hum 
auctions  and  dose-out  sales 

— hpnrw  th»  tianu* 

DealTime’s  unique  feature 
is  a “notifier"  - downloaded 
software  that  sits  on  the 
desktop,  invites  you  to  say 
how  much  you  are  willing  to 
pay  for  a particular  product 
and  contacts  you  when 
someone  is  offering  it  at  the 
right  price. 

The  service  convinced  Dan 
Ciporin,  DealTime’s  chief 
executive,  to  join  the 
company  from  MasterCard. 

He  wanted  to  buy  a 
notebook  computer  with  a 


list  price  of  more  than  $3,000. 
Using  DealTune  he  found  a 
price  of  $2,600;  a few  days 
later,  the  notifier  informed 
him  of  a merchant  that  had 
cut  its  price  to  $2^00. 

DealTime’s  service  is  free 
to  users.  Its  business  model 
is  to  show  paid 
advertisements  on  the 
desktop  notifier;  when  it  has 
traffic  and  market  power,  it 
will  charge  merchants  for 
positioning  on  the  system. 

Achieving  this  second 
objective  will  be  tough;  like 
Green  Shield  and  other 
trading  stamps,  the  service 
may  be  one  that  merchants 
hate  because  it  forces  them 
to  compete  on  price  and  to 
pay  for  the  privilege.  They 
will  feel  they  have  to 
participate  only  when  the 
customer  base  is  enormous. 

As  yet,  DeaTnme  claims 
fewer  than  20,000  downloads 
but  it  has  done  a deal  with 
Lycos  that  will  repackage 
the  notifier  as  a way  of 
deli  vering  up-to-date  news 
and  stock  prices  in  a window 
for  MyLycos  users. 

A different  approach  can 
be  seen  at  Accompany  .com 
in  San  Francisco. 
Accompany's  aim  is  to  group 
consumers  to  pool  their 
buying  power  - and  thus  get 
lower  prices  from  suppliers 
which  ship  directly  to  them 
- and  to  make  money  for 
itself  by  charging 
transaction  fees  to  the 
buyers. 

The  system  works  in  the 
form  of  “buy  cycles”,  whoa 
Accompany  offers  a single 
product  for  a fixed  period,  at 
present  one  day.  As  buyers 
join  the  circle,  using  their 
credit  cards  to  guarantee 
their  willingness  to  buy,  the 
price  faTis  and,  at  the  end  of 
the  cycle,  all  participants 
pay  the  same  low  price  as 
tiie  last  entrant.  Last 
Thursday,  for  instance,  the 
company  sold  SO  Palm  V 
PDAs  at  a price  of  $350  each. 


80 d£ 


excluding  shipping  - a feat 
that  was  achieved,  according 
to  Jim  Rose,  the  company's 
co-founder  and  chief 
executive,  with  only  a 
modest  negative  margin  of 
2 per  cent 

The  problem  is  that  the 
system  gives  users  no 
opportunity  to  say  they 
would  be  willing  to  buy  at  a 
certain  price,  only  to  make  a 
yes-no  decision  at  the 
current  level  Mr  Rose  says 
Accompany  is  working  on  a 
way  to  fix  this  shortcoming. 

Accompany  is  likely  to 
face  two  challenges  in 
growing.  One,  obviously,  is 
finding  inventory.  Mr  Rose 
believes  the  best  deals  will 
come  directly  from 
manufacturers.  Before 
starting  the  business,  he  was 
a consultant  advising 
high-tech  companies  on 
channel  strategies,  so  he  has 
some  helpful  contacts.  But 
in  the  short-term,  it  is  forced 
to  buy  from  distributors. 

Another  challenge  is  how 
to  solve  the  chicken-and-egg 
problem  of  getting  large 
numbers  of  buyers  in. 
Accompany  has  one  neat 
idea  that  will  help:  a 
programme  called  “dick  and 
tefl”  that  invites  people  who 
join  a buy  cycle  (and  others) 
to  give  the  e-mail  addresses 
of  five  friends  who  will  then 
be  told  about  the  service. 

Hris  form  of  vlra] 
marketing  has  proved 
spectacularly  successful  for 
a few  companies,  such  as 

Mirahflis  the  company  that 

originated  the  ICQ  chat 
service.  Yet  if  it  does  not 
work  quickly.  Accompany 
will  have  to  start  to  invest 


heavily  in  advertising. 
PriceLine  spent  $20m  in  a 
single  month  on  radio 
adverts  when  it  launched. 

Accompany  has  raised 
only  $400,000  in  seed  money 
but  it  hopes  to  sell  $20m  of 
product  in  its  first  year  and 
$250m  in  its  second  year. 
Revenues  from  transaction 
fees  would  be  $l-5m  and 
$16m  on  these  projections. 

Both  of  these  businesses  - 
DealTime  is  planning  to 
launch  a demand 
aggregation  service  of  Us 
own  in  a month  or  two  - 
lack  the  crucial  advantage 
that  has  made  online 
auctions  so  successful.  In  an 
auction,  the  prices  start 
attractively  low  and  then 
rise.  In  the  Accompany 
model,  the  price  starts 
unattractively  high  and  then 
Dalis.  This  difference  Is  likely 
to  have  a big  effect  on 
consumer  behaviour  it 
provides  an  unhelpful 
incentive  to  do  nothing  until 
the  deal  becomes  attractive. 
It  is  the  fact  that  early 
participants  are  rewarded  in 
an  auction  which  helps  to 
make  th**  market  liquid. 

Mr  Rose  says  that 
Accompany  will  give  an 
appropriate  incentive  by 
reducing  or  removing  the 
transaction  fee  for  people 
who  join  a buy  cycle  early.  It 
is  not  clear  whether  this  will 
be  enough  to  overcome  the 
disadvantages  of  the  modeL 
Both  of  these  companies 
must  hope  that  buyers  learn 
from  experience  and, 
ultimately,  recognise  the 
benefit  of  cooperating  with 
other  consumers. 
timJackstmfajpobox.com 


Commerzbank 
Global  Equities 
steps  up  US 
expansion  plans 

Commerzbank  Global 
Equities,  the  international 
equities  division  of  the 
German  bank,  is  stepping  up 
its  expansion  plans  in  the 
US  with  the  appointment  of 
five  professionals. 

Antony  Smithie,  formerly 
head  of  equity  syndicate  at 
HSBC  Securities,  is  joining 
as  head  of  equity  syndicate 
in  New  York.  Edward 
Strover,  formerfy  a senior 
vice-president  at  Lehman 
Brothers,  has  been  recruited 
as  a senior  sales  person  for 
Japanese/Asian  cash 
equities. 

Doug  Hiscano  joins  as  a 
senior  sales  person  in  the 
corporate  equity  derivatives 
division,  having  run  Bear 
Steams'  corporate  equity 
derivatives  effort. 

Steven  Lau  is  joining  as  a 
senior  index  arbitrage  trader 
from  Nationsbank 
Montgomery,  where  he  ran 
index  arbitrage  and  program 
trading.  The  fifth  recruit  is 
Karen  Reynolds,  who  is 
joining  as  a senior  sales 
person  in  high  net  worth 
equity  derivatives.  She  was 
with  JP  Morgan  as  a senior 
marketer  of  equity 
derivatives  to  private  clients. 

Ross  Gar  on,  head  of 
Commerzbank  global 
equities  in  the  US.  said: 
“These  additions  to  our  New 
York  operations  significantly 
enhance  our  international 
equities  capabilities  in  the 
US.  This  helps  to  keep  our 
rapid  expansion  into  this 
market  firmly  on  track." 
William  Lewis,  New  York 

Deutsche  raids 
Merrill  team 

Deutsche  Bank  Securities, 
which  is  in  the  process  of 
merging  with  Bankers  Trust, 
has  poached  five 
collateralised  debt  obligation 
professionals  from  Merrill 
Lynch,  the  US-based 
investment  bank. 

The  five  are:  Marc  Pfeffer, 
Dean  Aotani,  Michael 


Herzig,  Steve  Kasoff  and 
Vanitha  Badari  i ney  have 
been  recruited  by  Deutsche 
as  a team  and  will  report  to 
Thomas  Gahan,  who 
recently  left  P/errifi  to 
become  glcbef  read  of 
credit  products  at  Deutsche. 
I Once  the  BT  takeover  is 
1 complete,  the  group  ivHl  be 
| integrated  with  ETs  CDO 
! group  and  jointly  managed 
I by  Pfeffer  and  Brian  Zeitlin 
1 of  BT.  "The  two  combined 
J should  be  the  pre-eminent 
! group  on  the  Street"  said 
Gahan. 

! Edson  Mitchell,  head  of 
j global  markets  at  Deutsche. 

I added:  Together  the  two 
! groups  will  represent  an 
! industry  leadership  position 
in  this  innovative  structured 
credit  product  fine.  This 
j team  hire  is  another 
j concrete  step  toward 
meeting  our  objective  of 
being  a leader  in  the  global 
debt  markets." 

! William  Lewis.  New  York 

New  broom 
sweeps  at  EDS 

Three  months  after  taking 
over  as  chief  executive  of 
Electronic  Data  Systems, 
Dick  Brown  is  sweeping 
through  the  Texan  computer 
outsourcing  group's 
executive  ranks. 

In  the  past  year  EDS  has 
bid  farewell  to  its  chairman, 
chief  executive,  finance 
director,  head  of  human 
resources,  and  chief 
information  officer. 

Now  Brown  is  bringing  in 
an  executive  vice-president 
of  leadership  and  change 
management  Troy  Todd. 
Todd,  who  win  take  up  the 
job  this  v/eek,  retired 
recently  as  chief  executive 
of  Cable  & Wireless  Panama, 
a joint  venture  between  Intel, 
the  country’s  former  national 
telephone  company,  and 
Cable  & Wireless  - the  UK 
telecommunications  group  of 
which  Brown  was  chief 
executive  before  jo  one 
EDS. 

Todd's  experience 
includes  a spell  as  the  head 
of  human  resources  for 
United  Telecommunications, 
the  predecessor  to  Sprint 
Communications. 

He  was  also  chief 


i executive  officer  of  United 
j Telephone  of  Florida,  which 
j was  then  the  fifth  largest 
! utility  in  the  US. 
j Brown  said  that  acWeyffig 
I results  took  a combination 
i of  human  resources  and  of 
! operational  and  leadership 
i experience  focused  on 
! effective  change 

; management 

; Troy’s  contribution  to 
j EDS  will  ensure  our  ability  to 
i strengthen  the 
1 performance-based  culture 
j that  rewards  people  for 
] value-added  innovation  and 
: outstanding  customer 
! service,"  he  said. 

; Andrew  Edgecliffe- Johnson, 

J iVeiv  York 

: Yoshisue  to 
ING  Barings 

; ING  Barings  has  appointed 
I Rikuichi  Yoshisue,  a former 
i corporate  executive  officer 
! at  the  failed  Long-Term 
; Credit  Bank,  to  head  its 
! operations  in  Japan.  He  will 
[ replace  Randolph  Koppa, 

( who  is  leaving  for  Budapest 
i to  take  over  as  general 
J manager  at  ING  Commercial 
; Banking. 

! Yoshisue,  54.  spent  30 
; years  in  the  Japanese 
! financial  services  industry 
I with  LTCB,  which  is  now 
' under  government  control 
I After* joining  LTCB  in  1969, 
i he  obtained  an  MBA  at  the 
j MIT  Sloan  School  of 
, Management  He  spent  1 1 
j years  at  the  bank's  New 

■ York  branch,  as  deputy 

[ general  manager  from  1962 
! to  1988  and  as  joint  general 
i manager  from  1990  to  1993. 

; He  will  head  1.000  staff 
I and  be  responsible  for  all  of 
' ING  Barings'  operations  in 
! Japan. 

j Nobuko  Juji,  Tokyo 

I Reorganisation 
at  Saga 

! Saga  Petroleum.  Norway's 
'■  third  largest  oil  company, 

; has  abolished  14  of  its  28 
! directorships  under  a 
j sweeping  restructuring 

■ programme  to  improve  its 
1 profits  amid  low  oil  prices. 

j The  company  has  halved 
the  number  of  its  units  from 
I 28  to  14  and  reorganised 


' trite  four  business  areas,  . 
witf  only  10  of  the  previous 

efirectors  surviving  th* 
reorganisation. 

Tcrgeir  OpdaH,  one  of 
four  new  directors,  wfit  leave 
his  jro  as  bead  of  Saga'S*  . i 
Ubyaoperattcns  to  toad  top 
new  tusiness  area, 
intenktionaL  The  remsfcibig 
three  rreas,  Norwegian. 
continwtal  shelf  north, 
Norwegian  continental  shelf 
south,  md  gas  and  oH  wffi 
be  led  by  Gunner  Bdfl,.  .. 
OMnd  Sue,  and  Otav  ' 
Skatinetaas  respectively. 

The  changes  are  afaned.at 
I simpfifyvg  and  improving 
t the  effiefency  at  Saga  as 
j part  of  aroveral  • . 

restructumg  in  the  oH  ... 

! company, which  aims  to  sefl 
i up  to  NKrtbn  (S256m)  in, 
assets  theyear  and  save  , 
more  than  >!Kr40Qm  in 
annual  savigs,  partly  from 
losing  430  abs  by  July. 

Within  tixnew  structure,  - 
Saga  has  recouped  into  . 
four  technied  function  areas. 
Tetje  Hagewng  wffi  head 
exploration;  arfic  Janssen, 

> petroleum  tohnotogy  & 
j drilling;  Thonas  Bemt. 
j engineering;  «nd  John 
I Hvidsten.  production  and 
! logistics.  r 
j Valeria  Sk&d.  Ds to 


Moving 

places 


• The  Isle  of  ten,  a UK 
dependant  tenifiry,  has  tost 
one  of  its  most  sspected 
finance  industry  egulators 
to  arch  rival  Jeray.  Helen 
Hatton,  head  of 
enforcement  at  tie  Isle  of 
Man's  Financial  Sipervisaon 
Commission  sine  1993,  has 
been  appointed  dputy 
director-general  ^Jersey's 
Financial  Services 
! Comrriission.  . r 
j • Richard  (frecos  joining 
I ICO  Global  CornmrMcation&, 
tiie  hand-held  satette 
mobile  phone  grout  as 
chief  executive. 

Olof  Lundberg,  wo  has 
been  combining  theoles  of 
chief  executive  and  . /■ 
chairman,  remains  at. 
executive  chairman.  Veco  is 
joining  ICO  from  Lon,  the. 
US  aerospace  groupjwhere. 
he  is  president  of  Lofl 
Orion. 


Travel  agents,  airlines,  hotel  chains,-eSr  rental  companji^ftave  all  turned  to  Siemens 
Business  Services  (SBS)  foj^novative  £^S^ED™£<Slutions.  G’SPEED^ combines 
the  knowledge  and  experience  of  Stfenras  Information  and  Communications 
services  to  provide  effents  with  innqjpfta^' 'business  solutions.  Anytime,  anyplace, 
anywhere....  Your  c&sfe m e day,  a week  access  to  organize, 
book  and  pay  for  their  vacations.  FoFmore  is^^jpation  e-mail:  info@e-speed.com 
Are  you  up  to  speed? 
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D'  your  customers  spend 
time  doing,  not  organizing! 
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scraps  of 

seriousness 


THE  ARTS 


T"!  t™e-  was  what 
artias  made;  but  it  has  increas- 
ingly come  to  be  thought  ofas 
what  artists  do.  it  is  noftte  ert 

3f?t;riLmUC]'  38  the  “gagancnt 
■witn  idea  and  material  that  now 
.validates  the  work  of  art. 

Richard  Wentworth  is  a sculptor 
and,  at  52,  one  of  the  most  plausi- 
ble and  elegant  apologists,  in  both 
theory  and  practice.  Cor  the  con- 
ceptual pre-occupations  of  his  gen- 
eration. Now  he  has  curated  Think- 
mg  Aloud  for  the  Arts  Council  of 
England,  which  concludes  a short 
national  tour,  by  way  of  Cambridge 
and  Manchester,  at  the  Camden 
Arts  Centre. 

There  can  hardly  be 
any  art  student  who, 
after  his  own  fashion, 
has  not  been  drawn 
to  the  same  material 


It  is  a dense  exhibition,  personal 
and  idiosyncratic  in  its  choice  and 
fascinating,  enjoyable  and  irrita- 
ting by  turns  - which  no  doubt  is 
just  as  it  should  be.  He  has 
included  nothing  of  his  own  work, 
evidently  taking  the  exercise  itself, 
of  research,  selection  and  presenta- 
tion, as  creative  endeavour  and 
commitment  enough.  And  in  a 
sense  it  is.  “Various  threads  run 
through  the  exhibition”  he  tells 
us.  “questions  of  size  and  scale,  of 
haw  we  give  meaning  to  things, 
how  we  share  value,  how  thoughts 
become  ideas  become  reality . . . 
Thinking  Aloud  is  an  opportunity 
to  see  what  happens  if  you  fray  the 
edges  and  actually  provoke  more 
open-ended  ways  of  looking:  some- 
thing that  cannot  be  tested  on 
paper  or  CAD  mock-up,  hut  can 
only  be'  given  form  and  experi- 
enced in  the  space  itself.  like  art. 
it  doesn't  exist  until  it  has  an  audi- 
ence. until  it  is  populated,  tried 
and  tested." 

There  we  have  it  all:  the  engage- 
ment with  issues  and  ideas,  the 
quasi-scientific,  sociological,  inves- 


MUSIC  IN  LONDON 


tigative  approach,  the  technologi- 
cal enthusiasms,  the  inter-disci- 
the  final  sweeping 
assumptions.  No  mention  there  of 
Truth  and  Beauty.  It  is  the  authen- 
tic voice  of  the  earnest,  bien-pen- 
amt  conceptualise  steeped  to  the 
&ils,  as  Bertram  Wooster  once  said 
of  the  lovely  Florence  Craye,  in 
serious  purpose. 

On  the  walls  and  in  the  cases  of 
the  gallery  are  diagrams  and  maps, 
scraps  and  trophies,  working  draw- 
ings and  documentary  photographs 
interspersed  with  works  oF  art  by 
artists  he  admires  and  considers 
apropos  - a sniper’s  camouflaged 
gloves  from  1917;  and  a skateboard 
decora tively  camouflaged;  Paxton's 
first  rough  ideas  for  the  Great 
Exhibition  of  1851;  a pile  of  Gary 
Hume's  drawings  on  acetate,  for 
projection  onto  canvas;  Frank  Geh- 
ry's  first  scribble,  and  his  roller- 
coaster cardboard  model,  for  an 
American  university;  Brassai’s 
rolled  and  folded  bus  ticket;  a 
bird's  nest;  a map  of  the  shipping- 
forecast  areas;  Lutyens'  first  ideas 
for  the  Cenotaph;  a Lloyd -George 
doodle;  Beck’s  schematic  sketch  for 
his  map  of  the  London  Under- 
ground; a briefing  map  for  the  1944 
invasion;  a tyre  mould;  a condom 
mould;  a mouse  trap;  a mole  trap. 

And  there  too  are  the  comple- 
mentary works  of  art  - an  early 
Patrick  Caulfield  of  an  abstract 
sculpture  in  a landscape;  two 
bronze  door-handles  by  Rachel 
Whiteread;  Charles  Pea re’s  paint- 
ing of  a dazzle-painted  merchant- 
ship  of  1918;  a Barry  Flanagan  ele- 
phant; some  Antony  Gormley 
fishes;  postcard  works  by  Gilbert  & 
George;  and  so  on  and  on.  The 
cross-references  are  endless,  and 
bear  endless  re-arrangement 

It  is  material  that  for  the  most 
part  is  irresistible  - the  stuff,  in 
principle,  of  every  miscellaneous 
collection  and  cabinet  of  curiosities 
there  ever  was,  which  is  precisely 
why  it  is  so  irritating:  For  there  is 
nothing  worse  than  to  be  told,  or 
shown,  and  with  such  ingratiating 
keenness,  what  we  already  know. 
There  can  hardly  be  anyone  who 
was  ever  at  art  school,  who.  after 
his  own  fashion,  has  not  been 
drawn  to  the  same  material,  picked 


‘CEznbing  Round  My  Room1:  scene  Item  Lucy  Gunning's  1993  video 


up  the  same  tins  and  boxes,  drawn 
up  the  same  lists,  smiled  at  the 
same  visual  puns,  made  the  same 
connections.  But  these  are  our  pri- 
vate games,  our  secrets  he  is  giving 
away.  Who,  after  all,  does  not 
swear  a silent  oath  when  a favour- 
ite Paris  caffe,  or  quiet  Venetian 
bar,  is  broadcast  by  the  thought- 
less traveller? 

But.  aha,  you  say:  not  everyone 
was  at  art  school,  so  why  should 
Wentworth  not  include  the  rest  of 
us  in  the  fun?  Weil,  no  reason  at 
all,  if  fun  it  is.  He  disclaims  any 
didactic  purpose,  appealing  only  to 


the  viewer’s  curiosity.  “This  is  not 
about  Harming  territory  or  owning 
ideas."  But  hang  on  a minute:  the 
inevitable  inference  is  that  all  can 
indeed  share  in  the  experience  of 
such  creative  speculation,  and  all 
thus  be  artists  in  this  way,  in  the 
collecting  and  the  foraging,  the 
list-making  and  the  re-ordering. 

Richard  Wentworth,  so  Nick 
Groom  tells  us  in  the  catalogue, 
“does  not  approach  objects 
straightforwardly;  he  unlocks  the 
relationship  of  body  and  material, 
unpacks  physical  metaphors  with 
oblique  strategies.  He  collects 


A modern  classic  and  the  class  of  99 


The  younger  the  music,  the 
younger  the  audience:  it  was  new 
music  weekend  on  the  South  Bank 
and  the  barometer  measuring  the 
average  age  there  plummeted  to  a 
new  low.  So  much  for  the  theory 
that  classical  music  has  become  a 
pensioners' privilege. 

While  the  Queen  Elizabeth  Hall 
opened  its  doors  for  48  hours  to  the 
UK’s  20-something  generation  of 
composers,  the  Royal  Festival  Hall 
kept  Saturday  evening  for  the  only 
opera  to  be  featured  in  Endless 
Parade,  the  BBC’s  festival  of 
classics  of  British  music  since  1945: 
Death  in  Venice,  Britten's  last 

It  was  an  odd  choice.  Why  pick  a 
work  that  is  neither  central  to  the 
development  of  music  in  the  UK 
nor  everybody's  first  choice  as  an 
obvious  classic?  Indeed,  some  crit- 
ics have  openly  given  the  opera  the 
thumbs-down,  but  to  me  that 
seems  unfair,  it  may  not  be  a sure- 
fire success  in  the  theatre  like 


Peter  Grimes,  but  the  music  of 
Death  in  Venice  ranks  as  a more 
mature  piece  erf  composition  in 
almost  every  way. 

As  in  many  of  the  best  operas, 
the  score  transports  the  listener 
to  a different  world:  the  lapping 
waters  in  the  strings,,  the 


radio  listeners  will  get  the  best  of 
it  if  they  tune  in  to  the  Radio  3 
broadcast  on  May  7.  Watching  it  in 
the  RFH,  one  started  to  appreciate 
bow  much  of  the  opera  demands 
some  visual  reference-points, 
especially  the  episodes  of  dance. 

Still,  the  three  principal  singers 


The  nation’s  state  is  wildly  variable  in  style 
and  quality,  but  certainly  not  short  of  ideas 


seaside  sun  of  the  woodwind,  the 
Hazy  shimmer  of  the  percussion 
could  only  be  Britten’s  Venice. 
Nothing  disturbs  the  atmosphere 
and  the  fflusioa  was  recreated  even 
In  a concert  performance  which 
larked  a lot  of  bite  by  the  BBC 
Philharmonic  under  Van  Pascal 
Tortelier. 

The  best  place  to  see  Death  in 
Venice  is  in  the  mind’s  eye,. so 


gave  inner  life  to  the  drama. 
Despite  feeling  his  way  as  though 
he  was  recalling  the  role  from 
the. dim  distant  past,  Anthony 
Rolfe  Johnson  imprinted  Gustav 
-von  Aschenbach’s  vocal  lines 
with  memorable  individuality. 
-Alan  Opie  did  not  delve  deep 
into  the  subtext  of  the  baritone’s 
seven  roles,  but  he  did  sing  them 
very  well  indeed;  and.  MlchaeT 


Chance’s  counter-tenor  rang  out 
strongly  as  Apollo  from  an  upper- 
tier  box. 

Now  that  both  Britten  and  Tip- 
pett are  dead,  there  is  not  an  obvi- 
ous role-model  for  budding  young 
composers  to  follow.  But  perhaps 
we  should  regard  that  as  a good 
thing:  if  a single  composer's  voice 
was  dominant,  the  class  of  99 
might  not  have  turned  out  such  a 
diverse  bunch. 

This  is  the  third  year  that  the 
London  Sinfonietta  has  put  on  a 
State  of  the  Nation  weekend. 
Twenty  composers  had  scores 
selected  out  of  the  hundreds  put 
forward,  and  there  Is  clearly  a net- 
work to  tap  into,  as  the  lucky  ones 
were  already  known  quantities  at 
their  music  colleges  or  universi- 
ties. 

To  judge  from  the  Saturday  after- 
noon sessions,  the  nation's  state  is 
wildly  variable  in  style  and  qual- 
ity, but  certainly  not  short  of  ideas. 


Thinking  Aloud  - curated  by  Richard 
Wentworth:  Camden  Art  Centre,  Ark- 
wright Road,  London  NW3,  untS  May 
3(k  a National  Touting  Exhibition 
organised  by  the  Hayward  GaHety  for 
the  Arts  Coundi  of  England. 


Among  the  more  adept  practitio- 
ners were  Morgan  Hayes,  exploring 
related  layers  of  meaning  in  Slip- 
page, and  Robert  Broadley.  trying 
his  band  at  a modern-day  concerto 
grosso  in  Concertante. 

The  concluding  concert,  played 
by  the  London  Sinfonietta  under 
Martyn  Brabbms,  brought  the  pick 
of  this  year's  bunch.  Paul  New- 
land’s  dreamy  readymade  JJ  experi- 
mented with  spatial  effects  and 
Rebecca  Saunders's  ungrateful  cin- 
nabar with  the  possibilities  of  indi- 
vidual instruments.  Speaking  a 
more  conventional  language,  Lloyd 
Moore  showed  bow  to  construct  a 
sore-fire  integrated  piece  in  Divine 
Radiance. 

But  it  was  left  to  Richard  Baker 
to  display  experiment  and  achieve- 
ment in  harness.  His  Learning  to 
Fly,  for  solo  clarinet  and  small 
orchestra,  bubbled  with  enough 
well -argued  ideas  to  suggest  that 
both  the  work  and  its  composer 
have  staying  power. 

Richard  Fairman 

State  of  the  Nation  sponsored  by  the 
Performing  Rights  Society 


Sweet  reason  in 
the  madhouse 


shopping  lists  - but  only  when  he 
finds  them ...  ‘as  part  of  the 
moment*.”  Like  his  hero,  Robinson 
Crusoe,  he  Is  in  essence  a sorter 
and  sifter,  “and  sorting  and  sifting 
is  above  all  the  activity  of  the  indi- 
vidual artist” 

So  now  you  know;  that’s  all 
there  is  to  it 


THEATRE  

DAW  MURRAY 

The  Colonel  Bird 
fists  Theatre,  London  Wt 

Hristo  Boytchev’s  gentle 
comedy  is  Balkan  as  could 
be  (he  is  Bulgarian),  and  . 
therefore  perhaps 
forbiddingly  timely.  But 
worries  about  that  can  be 
laid  to  rest:  The  Colonel  Bird 
comments  only  obliquely, 
not  bleakly,  on  visceral 
Balkan  instincts.  Besides, 
Rupert  Goold’s  production 
is  notably  deft  and  In  tbe 
end  altogether  disarming. 

We  are  in  (T  think)  a 
Serbian  mental  asylum,  in  a 
disused  monastery  on  a 
remote  hill.  A new  doctor 
(Jonathan  Aris)  has  Just 
arrived.  He  serves  as  our 
narrator  too,  though  it  lakes 
him  a while  to  admit  that 
his  medical  qualifications 
are  faked:  be  needed  to  feed 
his  heroin  habit  and  as  a 
“doctor”  could  do  that  for 
free.  Sadly  the  asylum 
stocks  only  morphine,  and 
indeed  very  tittle  of 
anything  anybody  needs  - 
food,  clothes,  fuel.  Since  the 
authorities  have  all  but 
forgotten  about  tbe  place, 
the  inmates  have  learned  to 
shift  resourcefully  for 
themselves. 

Each  inmate  ha*  his  own 
delusion  or  obsession  - or 
“hers”,  in  the  case  of  the 
female  customs  officer 
(Caroline  Faber)  who 
devoutly  repents  having 
sold  her  body  to  thousands 
of  lorry-drivers  - and  won’t 
sell  it  again  to  the 
“corpora] " (John  Marquez), 
whose  obsession  about  his 
“impotence”  is  only 
frustration. 

Titch  (Danny  Babington) 
is  fearful  of  being  trodden 
on,  believing  that  he  shrinks 
every  night  to  a minuscule 
size.  Tbe  “thief"  (Nicholas 
Sidi)  is  an  expansive 
wheeler-dealer  who  can  get 
anything  for  anybody.  The 
"actor"  (yonng  Tobias 
Menzles,  whose  long, 
intelligently  expressive 


face  promises  a future 

as  an  actual  actor)  has  a 
Shakespearean  monologue 
ready  to  declaim  at 
every  juncture  - In  this 
translation,  at  any 
rate. 

Judith  Spostranova’s 

version  is  fluent  and 
natural,  in  such  English 
English  that  everybody 
plays  up  to  familiar 
comic-English  stereotypes, 
loopy  In  the  sweetly 
reasonable  style  of  Eating 
comedy.  Boytchev’s  Act  1 ts 
devoted  to  exhibiting  his 
characters,  with  no  plot  yet 
in  view;  but  one  can 
imagine  what  ripe  Balkan 
character-actors  could  get 
up  to  here.  The  original  text 
may  well  be  written  for 
wildly  characterful 
performances  on  quite 
another  scale. 

Act  2,  however,  takes 
wing  with  gratifying 
bravura.  Tbe  “colonel" 
(Damien  Myerscough)  has  a 
plan:  the  inmates  most 
constitute  themselves  as  a 
UN  regiment,  and  repair 
swiftly  to  Strasbourg!  They 
will  achieve  this  by 
addressing  innumerable 
messages  to  the  UN  on  the 
legs  of  the  migratory  birds 
who  visit  their  hill;  surely 
somebody  will  pick  at  least 
one  up . . .? 

From  there  on,  when  by  a 
happy  accident  a parcel  of 
UN  uniforms  drops  from  the 
air.  Goold  choreographs  the 
comedy  with  exhilarating 
precision  - miming 
collective  bird-catching, 
visa-less  border  crossings 
and  all.  Adam  Cork’s 
Prokofiev-ish  scene-music  Is 
a vital  asset,  reinforcing 
each  moment  of  the  action 
exactly  while  retaining  its 
own  astringent  character. 
Tim  Shortall’s  set.  built 
around  a collapsing  cross,  is 
no  less  apt.  This  is  the  kind 
of  thing  that  the  Gate  excels 
at,  and  for  which  we 
constantly,  gratefully  rely 
upon  it. 


Production  supported  by  the 
British  Council  in  Sofia,  and  the 
Bulgarian  Embassy. 


UN  delusions:  scene  from  Boytehev's  gentfe  comedy 


if  INTERNATIONAL 

Arts 


AMSTERDAM 

DANCE 

It  HetMuiriokthoator 

* Tab  31-20*51  8911 

Leipzig  Ballet,  triple  biH  of  wort® 
by  Uwe  Scholz;  Apr-15,  17, 18 

OPERA 

Netherlands  Opera*  Hex  . 
Muzfektheater 

Tet  31-20-551 8911 
OteBa  by  VerefL  Conduetedby 
Gario  Rizzl  in  .a  staging  toy  Ksa-s 
. Michael  Gruber,  with  a cast 

jb  by  Vladimir  Bogachev.  Apr  >3, 

BERLIN 

DANCE 
Deutsche  Opar 
Teb  49^0-34384-01 
Tokyo  Bafiet  m the  German 
J premiere  of  Maurice 

staging  of  The.  Nutcracker;  "P1" 
14, 15, 16.17,18 

CHICAGO 
CONCERT 
Orchestra  HaB 

• -<  ret  1-312-29443000 


. www.cNcagosymphony.org  - 
Kathleen  Battle:  recital  by  the 
soprano  of  a programme 
inducting  works  by  Handel, 
Mozart  and  Strauss,  with  pianist- 
Martei  Katz;  Apr  18  - . 

GENEVA  : 

DANCE 

B&thnent  des  Forces  Motrices 

Ta/:  41-22-418  3000  • 

Balter  du  Grand  ThfeSire  de 
Genfeve:  La  Bayadfere.  Now 
staging  by  Bienne  Frey,  wflh 
designs  by  Gerald  Poussin.  With 

the  Orchestra  de  »a  Suisse 

flomande  conducted  by  Thomas 
■ROsner,  Apr  13, l?,  16>  . 

17, 18, 19  ’ / 

LONDON 

CONCERTS 

Barbican  Hafl 

Tefc 44-171-638  8897 

• Lantfon  Symphony  Orchestra, 
conducted  by  MIchadTlteon 
Thomas  in  works  by  Ctranes 
fves.  Car!  Haggles  and  Bruckner. 

^London  Symphony  Orchestra: 
.conducted  by 

Thomas  in  works  by  Haydn, . 
Barfok  and  Sfoefius,  wth  w*3 
soloist  Yuri  Bashmet  Apr  18 

Royal  Festival  Hall 

Tef-  44-17  T-rSGO  4242  . 

• Academy  of  StMarbn  m Ihe 
Raws  Sr  Neville  Manner 
SSites  his  75th  birthday  w». 

Mozart,  Britten, 

Mendebsohrc  Apr  14 

• London  phllftamtonrc  __ 

Orchestra:  conducted  by^-eon 


Botstein  in  works  by  Wagner, 
Kftochsturian,  and  Dvofak; 

Apr  16 

• Orchestra  of  the  Age  of 
Enlightenment  conducted  by 
Paid  Daniel  in  works  by  Mozart, 
'width  soloists  Including  soprano 
Susan  ChOcott;  Apr  1 9 ' 

• PUilhamorfia  Orchestra: 
conducted  by  Christian 
Thielemann  in  works  by  Brahms 
and  Schumann,  with  piano ' 

. soloist  Andreas  Haeffiger;  Apr  17 

exhibition 

Royal  Academy  of  Arts 

Teb  44-1714300  8000 
Vasfly  Kandinsky:  Watercolours  - 
and  other  Works  cm  Paper.  140 
ivories  on  paper  spanniig  toe  .. 
artist’s  ehtee  career  from  Apr  14- 
to  Jul4 

-OPERA::-. 

English  National  Opera, ; . . 

London  Coliseum  - 
Teb  44-173-632  8300  V. 

• Mefetofete:  by  Bolta 

Conducted  toy  Ofiver  von  . 
Dohnlnyi  "m  a newstaging-by  lan 
JudgeLApr.15, 17  ..  . . 

• Satomec  by  R.  Strauss. 
Conducted  by  David  Atherton  m 
David  Leveaux’s  production,  with 
Vivian  Tierney  'm  thetitie  rote;  Apr 
16  : 

LOS  ANGELES 

CONCERTS' 

OorottiyChancflarPavSon 

Tel:  7-273-3653500 
wwwJaphSjxg  - 
Ld®  Angeles  PWftamKxtic; 
Emmanuel  Wvhjq  conducts 
works  by  Richard  Strauss,  with 
piano  soloist  Martha  Argerich; 


Apr  15,  -16, 17, 18 

EXHBmON 
J.  Paul  Getty  Museum 
BrassaI:  The  Eye  of  Paris. 
Retrospective  comprising  140 
- works,  which  coincides  with  the 
100th  anniversary  of  the 
photographer’s  birth.  Dubbed 
the  eye  of  Paris'  by  Henry  Miller, 
BrassaT  celebrated  the  efty  in 
photographic  series  including 
’Paris  by  Night’.  Originated  in 
Houston,  the  show  wlU  transfer 
to  Washington;  from  Apr  13  to 
Jui  4 


MUNICH 

CONCERTS 
PhiRiarmorue  Gasteig 
Teb  49-69-5481  B181 

• Maxim  Vengerov:  recital  by 
the  viofinlst  of  works  by  Brahms, 
Prokofiev,  Chausson  end  Ravel, 
with  pianist  Leon  McCawtey; 

Apr  15. ' 

• Munich  Philharmorfc 
Orchestra:  conducted  by  Yakov 
Kreizberg  in  works  by  Schubert, 
Mozart  and  Shostakovich.  With 


Apr  13, 14 

• Vienna  Philharmonic 
Orchestra:  conducted  by  Roger 
Norrington  in  works  by  Nicolai, 
Beffini  and  Bruckner,  with  piano 
soloist  Prtedrich  Horicke; 

Apr  19 

NEW  YORK 

OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Tel:  1-212-362  6000 
wwwjmtoperscorg 


• Susannah:  by  Floyd.  James 
Coni  on  conducts  a new  staging 
by  Robert  Falls,  with  a cast  led 
by  Renfee  Fleming  and  Samuel 
Ramey;  Apr  13, 16 

• The  Queen  of  Spades:  by 
Tchaikovsky.  Conducted  by 
Valery  Gergiev  in  a revival  erf 
0j}ah  Moshinsky’s  staging, 
designed  by  Mark  Thompson. 

The  cast  Is  led  by  Pldddo 
Domingo,  Galina  Gorchakova 
and  Olga  Borodina;  Apr  15 

• Wazzedc  by  Berg.  Conducted 
by  James  Lavoie,  with  a cast 
inducting  HDdegard  Behrens  and 
Franz  Gfundheber  in  the  title  role; 
Apr  17 

Nov  York  City  Opera,  New 
York  State  Theater 

Tel:  1-212-870  5570 
vmv.nycppera.com 

• Intermezzo:  by  R.  Strauss. 
New  staging  by  Leon  Major,  with 
sets  by  Andrew  Jackness  and 
costumes  by  Martha  Mann. 
Conducted  by  George  Manahan; 
Apr  13, 16, 18 

• Madama  Butterfly:  by  Puccini. 
Conducted  by  Guido  Johannes 
Bumstadt  ina  staging  by  Mark 
Lamos  first  seen  in  November, 
with  sets  by  Michael  Yeargan 
and  costumes  by  Constance 
Hoffman;  Apr  15, 17 

PARIS 

DANCE 

Opfera  National  de  Paris,  Opfera 
Bastille 

Tel:  33-1-4473  1300 
www.qpmB-de-paris.1r 
Lb  Parc:  staging  by  Angelin 
Pre^ocaj,  with  sets  by  Thierry 
Leproust  -costumes  by  Herve 


Pierre,  and  lighting  by  Jacques 
Chatelet;  Apr  13 

OPERA 

Opfera  National  de  Paris,  Opfera 
Bastille 

Tel:  33-1-4473  1300 
www.opera-de-paris.fr 

• Lohengrin:  by  Wagner. 
Conducted  by  Mark  Bder  in  a 
staging  by  Robert  Careen,  with 
designs  by  Paul  Steinberg: 

Apr  19 

• Lucia  di  Lammemnoor  by 
Donizetti.  Conducted  by  Bruno 
Campanetla  in  a staging  by 
Andrei  Serban  and  Robert 
Careen,  with  designs  by  William 
Dudley;  Apr  14, 17 

ROTTERDAM 

EXHIBITION 

Kunsthal 

Tefc  31-10-440  0300 
Weegee:  New  York  in  the  1930s, 
as  seal  by  the  night  life 
photographer;  to  Jun  20 

TOKYO 

CONCERTS 
Suntory  Hall 

Teb  81-3-3584  9999 
Mlto  Chamber  Orchestra: 
conducted  by  Tsuyoshi  Tsutsumi 
in  works  by  Schonberg,  Haydn 
and  Shostakovich;  Apr  18 

TORONTO 

OPERA 

Canadian  Opera  Company, 
Hummingbird  Centre 
Tel:  1-416-363  6671 
www.coo.ca 

The  Golden  Ass:  bv  Randolph 


Peters.  Work!  premiere.  With  a 
libretto  by  Robertson  Davies.  The 
director  is  Coin  Graham  and  the 
conductor  is  Richard  Bradshaw; 
Apr  13.  15.  17 

VIENNA 

CONCERT 

Mustkverein 

Tel:  43-1-5058  6870 
Vienna  Radio  Symphony 
Orchestra:  conducted  by  Gerd 
Albrecht  in  works  by  Victor 
Ullmann  and  Erwin  Schulhoff; 

Apr  16 

TV  AND  RADIO 

• WORLD  SERVICE 
BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday.  GMT: 

06.30:  Moneyline  with  Lou  Dobbs 
1330:  Business  Asia 
19.30;  World  Business  Today 
22.00:  World  Business  Today 
Update 

9 Business/Maritet  Reports: 
05:07;  06:07;  07:07;  0820;  0020; 
10:20;  11:20;  11:32;  1220;  13:20; 
14-20. 

At  08:20  Tanya  Beckett  of  FTTV 
reports  live  from  UFFE  as  the 
London  market  opens. 
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COMMENT  & ANALYSIS 


PETER  MARTIN 


Cyber-passions 


BSkyB's  interest  in  soccer  has  shown  how  one  can  exploit  the 
public’s  obsessions.  This  is  yet  to  happen  on  the  internet 


Passion  is  everything.  This 
is  a principle  that  the  young 
Rupert  Murdoch  seized  in 
his  early  ventures  in 
newspapers:  it  has  served 
him  well  ever  since.  But  it  is 
something  today's  nascent 
media  are  in  danger  of 
forgetting. 

The  importance  of  passion 
is  underlined  by  the  report 
by  the  UK  Monopolies  and 
Mergers  Commission  into 
one  of  Mr  Murdoch's  bolder, 
if  unsuccessful  ventures  - 
the  proposed  acquisition  by 
his  satellite  business  BSkyB 
of  Manchester  United 
Football  Club. 

The  remarkable  success  of 
BSkyB's  satellite  television 
broadcasts  in  attracting 
viewers  is  spelt  out  in  the 
report  - and  so  is  the  role 
played  in  that  success  by 
sports  programming  in 
general  and  football  in 
particular. 

For  example.  40  per  cent  of 
people  who  subscribe  to 
satellite  or  cable  television 
in  the  UK  say  that  sport  is 
one  of  the  main  reasons  for 
doing  so.  The  other 
significant  reason  - 
watching  films  - is  cited  by 
only  23  per  cent.  Some  47  per 
cent  of  Lhose  people  who 
watch  BSkyB's  sports 
channels  say  football  is  their 
favourite  spurt. 

The  next  highest-ranked 
spurt,  cricket,  is  the 
favourite  of  only  7 per 
cent.  In  a typical  week 
last  December,  six  of 
the  eight  most-watebed 
satellite  programmes 
were  BSkyB  football 
programmes. 

Evc-n  though  sports 
fanatics  are  in  a minority  in 
Britain,  they  are  passionate 
about  the  subject  and  are 
prepared  to  pay  for  live 
top-class  matches.  Acquiring 
such  customers  is  relatively 
quick  and  efficient,  since  as 
soon  as  they  know  about  the  < 
opportunity,  they  are  eager 
to  take  it. 


This  gives  the  medium 
early  success,  helping  to 
create  critical  mass.  Word  of 
mouth  of  the  other  goodies 
on  the  system  spreads, 
pulling  in  people  who  have 
less  enthusiasm.  Eventually, 
only  those  who  genuinely 
have  no  interest  in  any  of 
the  offerings  - or  cannot 
afford  to  subscribe  - remain 
unconverted. 

Once  critical  mass  has 
been  built,  prices  can 
progressively  be  raised  and 
new  products  launched. 
Again,  the  BSkyB  example  is 
instructive.  The  cost  of 
subscribing  to  two  BSkyB 
sports  channels  (one  paid 
for,  one  a bonus.),  over 
and  above  the  fee  for 
subscribing  to  basic  access, 
was  £.5.99  a month  in  1992. 

By  199S  it  was  £20.99, 
according  to  the  Monopolies 
Commission. 

Once  such  a competitive 
lead  is  established,  rival 
offerings  which  do  not  get 
off  to  such  a rapid  start 
suffer  from  a self-reinforcing 
disadvantage:  they  lag 
behind  in  volume,  and  are 
unable  to  achieve  the  pricing 


that  the  market  leader 
attains. 

The  point  here  is  that.  Tor 
a communications  business, 
a subject  which  a minority 
cares  about  passionately  is  a 
more  powerful  motor  than 
something  that  everyone  is 
mildly  interested  in. 

It  is  hard  to  imagine 
anyone  paying  £20.99  a 
month  for  a weather  channel 
- or  an  all-news  channel,  for 
that  matter  - even  though 
they  might  be  perfectly 
happy  to  glance  at  such  a 
channel  if  it  is  provided 
free. 

You  might  think  this  is  all 
rather  obvious.  And  indeed 
it  is:  people  will  always 
pay  more  for  things  they  are 
strongly  interested  in. 

But  the  curious  thing  is 
that  much  of  publishing  on 
the  internet  appears  to 
ignore  this  principle. 

True,  there  are  successful 
sports  sites.  True  - and 
more  noticeably  - there  are 
successful  sites  for  that 
other  passionate  minority, 
those  who  have  a deep 
interest  in  sex.  (The  world 
wide  web  is  here 


Keep  your  IT  strategy 
in  line  with  your 
shifting  business  goals. 


Transitional  IT  outsourcing 
services  from  IMRglobal. 


maintaining  the  tradition  by 
which  the  sexual  market 
rapidly  adopts  all  sons  of 
new  technologies,  from  the 
photograph  to  tbe  video 
recorder  i. 

But  much  internet  activity 
has  been  devoted  to  creating 
portals,  search  engines  and 
general  sites  aimed  at 
relatively  broad  categories  of 
users.  Passions  bave  been 
left  to  quirky  individuals 
to  exploit  (for  example, 
the  autbors  of 
u‘icu\  roolsource.  com.  "the 
best  place  to  shop,  swan  and 
talk  tools".) 

Presumably  the  emphasis, 
among  the  high-flying 
internet  stocks,  on  a 
relatively  bland 
ali-things-to-all-men 
approach  relies  on  the 
assumption  that  the  internet 
is  becoming  a mass 
phenomenon,  not  a 
collection  of  special 
interests.  In  such 
circumstances,  the  most 
money  is  assumed  to  be 
made  by  channeling  tbe  mild 
interests  of  the  many,  as 
opposed  to  the  passions  of 
the  few. 

That  may  be  right.  After 
all,  there  are  relatively  few 
passions  that  bave  broad 
enough  appeal  to  achieve  tbe 
BSkyB  effect.  But  is  the 
search  for  universal 
appeal  really  in  the 
long-term  commercial  j 

interest  of  internet  j 

businesses? 

No  doubt  a Tew  bland.  1 
efficient  portals,  like  Yahoo!,  | 
will  achieve  wide  usage.and  | 
the  familiarity  or  an  old 
friend.  But  the  outlook  Tor 
those  which  do  not  achieve 
mass  acceptance  quickly  is 
bleak.  Indeed,  it  is  almost 
certainly  too  late  for 
other  entrants  to  compete 
with  the  market  leaders  in 
this  area. 

It  is  not,  however,  too  late 
for  new  entrants  to  exploit 
the  passionate  enthusiasm  of 
minorities.  Sport,  romance, 
money,  religion,  gambling, 
the  environment  - these 
opportunities  bave  not  yet 
been  fully  grasped  on  the 
internet.  Indeed,  the  only 
passion  fully  exploited  on 
web  has  been  that  for 
technology  itself,  which  is 
more  than  adequately 
catered  for. 

Real-world  passions 
remain  largely  untapped. 

The  web  awaits  its  Rupert 
Murdoch. 


LETTERS  TO  THE  EDITOR 


Import  duty 
rise  will  put 
us  out  of  the 
US  picture 


Direct  effects  of  the  banana  dispute 


From  Mr  John  Barnard. 

Sir.  How  I wish  your 
report.  "Ikea  will  never  be 
listed"  i March  23)  of  the 
retaliatory  increases  in 
Import  duties  of  up  to  200 
per  cent,  was  correct.  Try 
550.000  per  cent. 

As  a small  publisher  of 
lithographic  prints,  urged  by 
government  to  export,  we  set 
up  a subsidiary  in  the  US. 
During  tbe  intervening  14 
years  v.e  have  built  up  our 
export  sales  in  the  US  to  rep- 
resent 50  per  cent  of  our 
total  volume.  The  new  sanc- 
tions will  close  down  our 
exporting  company  if  they 
are  allowed  to  go  through. 

.Are  you  aware  that  the  US 
has  not  simply  increased 
duty  rates  on  selected  goods 
to  100  per  cent,  but  they 
have  also  changed  the 
method  of  calculation. 

Duty  payable  on  litho-  ; 
graphic  prints  imported  into 
the  US  from  tbe  EU  has  been 
levied  (under  Tariff 
»49119120)  at  ti.60  US  cents 
per  kilo.  Under  the  new  1 
sanctions,  duty  is  calculated 
at  100  per  cent  of  import 
value. 

.As  a consequence  a typical 
export  shipment  of  500  lim- 
ited edition  prints  having  an 
import  invoice  value  of  S75 
each,  (that's  a retail  selling 
price  of  8295)  now  attracts 
import  duty  of  S37.500  as 
opposed  to  S6.60.  That  is  an 
increase  in  excess  of  550.000 
per  cent. 

It  doesn't  take  a rocket  sci- 
entist to  calculate  bow  long 
it  will  take  for  British  pub- 
lishers of  lithographs  to  lose 
their  entire  export  trade  to 
the  US. 


From  Mr  Simon  Leonard. 

Sir,  The  assertion  that  the 
EU's  import  regime  has  fos- 
tered an  unhealthy  depen- 
dency on  bananas  and  pre- 
vented Caribbean  producers 
from  diversifying  is  blithe; 
the  suggestion  that  it  should 
be  scrapped  is  both  blithe 
| and  complacent. 

The  banana  dispute  should 
not  be  represented  as  simply 
a test  case  for  deciding 
between  the  vying  interests 
of  large  trading  powers. 

It  has  a direct  effect  on  the 
livelihoods  and  prospects  of 
entire  communities. 

The  EU's  banana  import 
regime  has  provided  a rela- 
tively secure  income  in  a 
region  where  climate 
and  geography  offer 


few  obvious  alternatives- 
Scraoping  the  regime  would 
not  aid  diversification 
but  rather  remove . the 
source  of  economic 
security  that  makes 
it  possible. 

The  Windward  Islands  of 
the  Caribbean  rely  on 
bananas  for  60  per  cent  of 
their  export  earnings  and 
almost  40  per  cent  of  their 
adult  employment. 

Without  the  regime  there 
is  little  to  sustain  the  social 
infrastructure  and  less 
chance  of  economic  develop- 
ment, in  a sub-region  where 
30  per  cent  of  the  population 
lives  below  the  poverty'  line. 
An  obvious  choice  for  alter- 
native income  win  be  the 
drugs  trade. 


The  dispute  challenges 
decisionmakers  in  the  WTO 
to  set  trade  disputes  within' 
the  context  of  developing 
countries'  social  and  eco- 
nomic needs. 

They  must  denmnstrate  an 
approach  to  sustainable 
development  that  gauges 
success  in  human  rather 
than  market  terms. 

If  the  WTO  proves  incapa- 
ble of  rising  to  this  challenge 
it  will  not  only  have  faffed 
the  people  erf  the  Windward 
Islands,  but  also  sent  a 
warning  sign  to  aff  develop- 
ing countries. 
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Simon  Leonard, 
Sq  Ambiorix  50. 
B-1000  Brussels, 
Belgium 


Demographic  pull  on  pensions 


From  Prof  Richard  Dale  and 
Mr  John  Trueman. 

Sir,  From  our  different 
perspectives  working  in  aca- 
demia and  the  City  of  Lon- 
don. it  seems  to  us  that 
demographics  are  playing  a 
crucial  role  in  the  remorse- 
less rise  in  European  and 
North  American  stock  mar- 
kets to  unprecedented  valua- 
tion levels. 

This  phenomenon  is, 
surely,  the  market's 
response  to  population  age 
mg,  longer  retirement  and 
the  growth  of  funded  pen- 


sions. Specifically,  tbe  mar- 
kets are  being  driven  up  to 
the  point  where  investment 
yields  and  prospective  total 
returns  are  progressively 
lowered,  thereby  reducing 
future  pension  pay-outs  and 
increasing  the  opportunity 
cost  of  retirement 
The  impact  on  pensioners 
is  further  compounded  by 
the  parallel  fall  in  (real) 
annuity  yields,  this  being 
the  other  leg  of  the  market 
adjustment  to  pensioners' 
increasing  claims  on 
national  output. 


Put  another  way,  as  the 
demand  for  retirement  (mea- 
sured in  pension  years) 
increases,  so  tbe  price  of 
retirement  (ie  -the  cost  of 
purchasing  a year's  retire- 
ment income)  also  rises. 


Richard  Dale, 

professor  of  international 
hanking. 

University  of  Southampton 
SO  17  1BJ  ^ 

John  Trneman.  9 

67  Lombard  Street, 

London 

EC3P3DL 


Car  rental  route  could  ease  congestion 


John  Barnard, 
director. 

Universal  Publishing. 
Universal  House, 
Queens  Parade  Place, 
Bath  BA1  2NN 


From  Mr  Andrew  J.  Jardme. 

Sir.  No  doubt  there  is  a 
demand  for  a UK  motorall 
service  with  ever  rising  fuel 
costs  and  congestion  prob- 
lems (“Road  congestion  sees 
Motored  on  a journey  back 
to  the  future”,  March  30)  but 
it  strikes  me  as  an  absurdity. 

If  you  simply  transfer  cars 
from  the  road  to  the  rail- 
ways in  any  volume  the  rail 
network  will  soon  clog  up 
and  make  service  perfor- 
mance even  worse. 


What  is  really  needed  is  a 
more  flexible  and  economi- 
cal car  rental  service  so 
people  do  not  feel  the  need 
to  take  their  cars  with  them 
on  holiday  or  on  business 
trips.  There  should  be  car 
hire  offices  at  all  major 
transport  nodes,  open  24 
hours  and  with  rates 
charged  by  the  hour.  Surely 
the  rental  companies  with 
large  fleet  discounts  and 
high  utilisation  can  offer 
terms  cheaper  than  direct 


ownership,  even  ignoring 
the  cost  of  motoraiL 
John  Prescott  would  Be  far 
better  employed  finding 
ways  to  improve  the  car 
rental  service  than  he  is 
endorsing  a transport  non- 
sense which  would  further 
hinder  the  rail  operators. 


Andrew  J.  Jardine, 
8 Shorland  House, 
Beaufort  Road, 
Clifton 

Bristol  BS8  2JT 


Number  One  Southwark  Bridge,  London  SE1  9HL 
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Desktop  dinosaurs? 


Are  personal  computers  heading  for  extinction?  Louise  Kehoe 
analyse  the  shock  waves  created  by  Compaq’s  profit 


and  Paul  Taylor 

warning 


When  Compaq 
Computer,  the 
world’s  biggest 
personal  com- 
puter manufacturer,  warns 
that  its  first-quarter  earn- 
ings will  be  less  than  half  of 
what  Wall  Street  had  expec- 
ted, investors  take  notice. 

Many  fear  that  the  unex- 
pected announcement  could 
indicate  a fundamental  shift 
in  the  PC  market  as  well  as 
crisis  for  the  Houston-based 
market  leader. 

The  key  question  for 
investors  is  whether  the 
problems  are  limited  to  one 
company,  or  are  shared  by 
the  entire  PC  industry  and 
its  component  suppliers. 

Some  information  technol- 
ogy analysts  believe  the 
industry  is  in  the  middle  of  a 
“tectonic  shift”,  in  which 
traditional  PCs  will  first  be 
replaced  by  cheap  version, 
and  then  by  new  gadgets 
such  as  smart  phones, 
WebTVs  and  WebPads. 

This  shift  has  been  devel- 
oping for  some  time.  Three 
years  ago  Larry  Ellison, 
chief  executive  of  Oracle,  tbe 
second-largest  software  com- 
pany, predicted  that  PCs 
would  be  replaced  by  so 
called  “thin  client”  devices  - 
machines  which,  Mr  Ellison 
argued,  would  rely  upon  net- 
work connections  and  pow- 
erful host  machines  for 
much  of  their  computing 
power  and  hence  would  be 
cheaper  and  easier  to  use. 

In  fact.  PCs  manufacturers 
have  fought  off  this  threat, 
for  the  moment  at  least,  by 
cutting  prices  and  by 
embracing  tbe  use  of  inter- 
net technologies  - particu- 
larly web  browser  software. 
The  result  has  been  that,  at 
least  to  some  extent,  PCs 
themselves  have  become 
“thin  clients”. 

But  the  cost  has  been 
large:  a vertiginous  drop  in 
prices  which,  for  the  imme- 
diate future,  is  the  principal 
challenge  for  traditional  PC 
makers. 

Although  sales  of  personal 
computers  are  expected  to 
grow  by  about  14.3  per  cent 
this  year  to  103m  units, 
according  to  International 
Data  Corporation,  average 
prices  are  plunging.  EDC 
expects  the  total  value  of 
worldwide  PC  sales  to  grow 
by  just  4J3  per  cent  this  year. 
In  the  US,  where  competi- 
tion is  the  most  severe,  mar- 
ket growth  (measured  by 


■w  iU  Lfd  ■ 


the  power  of  vision,  the  value  of  results.’ 
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revenues)  is  expected  to  be 
virtually  flat 

Two  years  ago,  the  aver- 
age price  of  a PC  in  the  US 
was  $2,100.  Today  it  has 
dropped  to  $L200.  and  PCs 
selling  for  as  little  as  $300 
have  begun  to  appear  in 
retail  stores.  The  fall  in 
prices  has  squeezed  the 
profit  margins  of  all  but  the 
leanest  of  PC  makers,  and 
has  hit  big  “traditional" 
manufacturers  such  as  Com- 
paq and  Hewlett  Packard 
more  than  upstart  newcom- 
ers such  as  Dell  Computer 
and  Gateway  which  use 
direct  sales  as  the  main 
vehicle  for  distribution. 

Compaq  itself,  which  is 


ers  are  looking  for  bargain 
prices.  The  Impact  of  the 
“sub-31000''  basic  PC  has 
now  moved  beyond  the  con- 
sumer sector,  where  it  has 
been  evident  for  the  past  six 
months,  into  the  business 
sector  where  it  is  now  drag- 
ging down  average  selling 
prices  and  squeezing  profit 
margins. 

Mainstream  business  buy- 
ers are  beginning  to  demand 
the  same  sort  of  prices  that 
consumers  pay  for  PCs.  This 
is  creating  a huge  challenge 
for  PC  manufacturers  who, 
until  now.  could  balance  the 
low-margin  consumer  busi- 
ness with  higher  profits 
from  business  PCs. 


‘Fifty-eight  per  cent  of  Dell’s  sales  are 
in  the  $2,500-$3,000  segment.  Soon  90 
per  cent  of  the  market  will  be  below 
$1 ,500.  If  Dell  does  not  move  now  its 
strategy  will  fall  through  the  cracks’ 


now  expected  to  announce 
first-quarter  sales  of  around 
$9.4bn  and  aamrngg  of  just 
15  US  cents  per  share  com- 
pared with  Wall  Street 
expectations  of  31  cents, 
blamed  lower  earnings  on 
PC  price  wars  and  unexpect- 
edly low  demand  for  busi- 
ness machines. 

The  statements  suggest  a 
fundamental  shift  In  PC  pur- 
chasing patterns.  Rather 
than  looking  for  the  latest, 
fastest  models,  business  buy* 


Compaq  is  hardly  alone  in 
struggling  to  come  to  terms 
with  the  new  economics  of 
the  PC  market  International 
Business  Machines  revealed 
last  month  that  its  personal 
systems  group  responsible 
for  PC  sales  lost  nearly  gibn 
last  year,  much  more  than 
its  $161m  loss  in  1997, 

Partly  in  response.  IBM 
has  announced  a series  of 
measures  to  beef  up  its 
online  business  including  a 
scheme  called  Project  Odes- 


sey  which  is  aimed  at  mak- 
ing it  easier  for  small  busi- 
nesses to  buy  IBM  PCs  via 
the  internet. 

Yet  Dell  Computer,  Com- 
paq’s arch  rival  also  based  in 
Texas,  continues  to  report 
higher  profits  and  growing 
market  share.  The  direct 
sales  model  and  surging 
internet  sales  enable  it  to 
compete  most  efficiently  in 
the  new  environment  Even 
so,  some  analysts  believe 
Dell  could  face  tougher 
times  ahead. 

The  problem  is  that  58 
per  cent  of  Dell's  sales  are  in 
the  $2,500^3.000  segment, 
but  this  is  only  about  1 per 
cent  of  the  overall  market," 
said  Ashok  Kumar,  an  ana- 
lyst with  Piper  'Jaffray. 
“Soon  90  per  cent  of  the  mar- 
ket will  be  below  $1,500  - if 
Dell  doesn't  move  now  their 
strategy  will  fall  through  the 
cracks." 

Meanwhile,  in  the  internet 
age,  the  PC  itself  potentially 
faces  growing  competition 
from  other  types  of  devices 
including  digital  set-top 
boxes,  smart  telephones  and 
handheld  digital  assistants. 

The  first  generation  of 
these  devices  has  just  begun 
to  appear  on  shop  shelves 
and  are  generally  expected 
to  be  cheaper  and  simpler  to 
use  than  standard  PCs. 

For  example,  in  Britain 
digital  television  subscribers 
are  to  be  offered  access  to  a 
wide  range  of  interactive  ser- 
vices including  home  shop- 
ping and  internet  communi- 
cations using  set-top  boxes 
which  will  soon  be  built  into 
standard  television  sets. 

Similarly,  the  next  genera- 
tion of  digital  mobile  tele- 
phones will  include  technol- 
ogy that  will  enable  users  to 
send  and  receive  web  pages, 
view  electronic  mail  and 
conduct  online  banking  as 
well  as  make  ordinary  voice 
calls.  Many  of  these  devices 
will  used  the  same  technol- 
ogy standards  and  familiar 
software  such  as  internet 
web  browsers  that  has 
enabled  the  internet  to  grow 
so  quickly. 

Predicting  the  perfor- 
mance of  fast-moving  tech- 
nology markets  has  never 
been  easy.  Indeed,  the  his- 
tory of  the  PC  industry  is 
littered  with  the  corpses  of 
companies  that  placed  the 
wrong  bets.  Today’s  giants 
cannot  afford  to  put  one  foot 
wrong  if  they  are  to  survive. 
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A bigger 
European  bang 


Winning  the  drugs  war 

The  pharmaceutical  business  is  one  of  Europe’s  most  successful  industries.  Nevertheless,  says 
David  PHIing,  its  centre  of  gravity  is  shifting  relentlessly  towards  America 


Before  the  conflict  in  Yugoslavia 
began,  European  governments 
had  been  working  towards  closer 
cooperation  cm  defiance. 

-Nato's  campaign  of  air  strikes 
has- revealed  the  need  to  acceler- 
ate that  process.  As  the  campaign 
reached  its  20th  day  yesterday, 
Nato  foreign  ministers  agrgfri  to 
continue  bombing.  The  longer 
the  conflict  draws  on,  the  more 
the  US  makes  the  running.  What 
stops  Europe  from  making  a 
greater  contribution?  Not,  it 
seems,  money. 

The  defence  budgets  of  Nato’s 
European  members  totalled 
about  63  per  cent  of  the  Penta- 
gon's in  1987,  an  increase  from  86 
per  emit  in  1985,  according  to  the 
International  Institute  for  Strate- 
gic Studies.  Based  on  their  spend- 
ing. European  members  should 
be  able  to  field  38  per  cent  by 
value  o£  the  military  assets  in  a 
Nato  operation.  In  fact,  the  share 
should  be  larger  in  Yugoslavia 
given  that  the  operation  is  in 
Europe  and  that  the  US  has  other 
important  commitments,  espe- 
cially in  South  Korea  and  the 
Gulf. 

The  US  is  dominating  the  cam- 
paign thanks  to  the  variety  and 
depth  of  its  military  might  It  has 
deployed  a wide  range  of  aircraft, 
a 100,000  tonne  aircraft  carrier 
with  its  battle  gram  and  other 
ships,  and  has  thousands  of 
troops  available  in  Europe.  The 
European  contribution  is  signifi- 
cant, but  the  US  has  many  high- 
technology  assets:  cruise  mis- 
siles, the  JSTARS  battlefield  sur- 


veillance system,  Apache  attack 
helicopters,  F-117  stealth  fighters, 
8-2  stealth  bombers,  spy  planes, 
■unmanned  aerial  vehicles  and 
smart  bombs. 

Europe  has  lagged  far  several 
reasons.  Each  government’s 
defence  spending  has  been  driven 
largely  by  domestic  consider- 
ations. Research  spending  has 
been  duplicated,  and  there  is  not 
nearly  enough  of  it  to  produce 
new  generations  of  weapons  to 
balance  the  American  armoury, 
in  1998,  Nato's  European  mem- 
bers spent  $10bn  of  their  defence 
budgets  on  research  and  develop- 
ment compared  with  $36bn  in  the 
US.  Un viable  national  Industries 
have  been  propped  up.  Efforts  to 
modernise  armed  farces  for  rapid 
deployments  such  as  to  Kosovo 
have  been  insufficient. 

Europeans  are  addressing  the 
problems:  they  are  attempting  to 
pool  procurement  and  research 
and  to  remove  barriers  to  indus- 
trial consolidation.  But  the  diffi- 
culties of  collaboration  in  trans- 
port aircraft,  frigates  and 
armoured  personnel  carriers 
show  how  difficult  it  is  for  them 
to  agree  even  on  what  they  need. 
Europe's  leaders  should  take 
advantage  of  the  united  front 
presented  so  fer  on  Yugoslavia  to 
push  the  initiative  begun  last 
year  by  Tony  Blair,  the  UK  prime 
minister.  The  emerging  consen- 
sus on  8 new  European  capability 
within  Nato  is  a sensible  one,  but 
needs  much  harder  and  fester 
talking  on  how  to  give  taxpayers 
a better  bang  for  their  euro. 


Euro  moves 


Europe's  new  single  currency 
may  have  made  an  inauspicious 
start  on  the  foreign  exchanges, 
but  its  impact  on  the  structure  of 
Europe’s  capital  markets  has 
been  dramatic.  Not  only  has  the 
bond  market  seen  a remarkable 
surge  in  new  euro-denominaled 
issues  since  January  i_  The  sud- 
den "increase  in_takeover  and 
merger  activity,  most  notably  in 
banking  and  telecoms,  appears  to 
cement  the  move  towards  an 
Acglo-Amerfcan-style  market  in 
corporate  control 
If  ‘this  facilitates  corporate 
restructuring  it  will  he  welcome. 
Certainly  the  ability  to  raise  debt 
finance  in  a more  liquid  market 
win  be  a boon  for.  the  European 
corporate  sector.  And  takeovers 
provide  a potent  means  of  reduc- 
ing capacity  in  mature  industries 
such  as  hanking. 
tYet  thes  restructuring  process  Is 
not  a matter  for  the  capital  mar- 
kets alone.  The  biggest  obstacles 
to  efficiency  and  growth  in  conti- 
nental Europe  lie  in  the  labour 
markets.  There  are  limits  to  what 
takeover  activity  can  achieve 
where  wages  are  inflexible  and 
employees  cannot  be  fired. 

hi  banking,  in  particular,  there 
is  a risk  , that  consolidation  will 
intensify,  competitive  pressures 
arising  from  the  single  currency 
without  reducing  capacity.  That 
would  be  a recipe  for  lower  prof- 
itability and  greats'  risk-taking: 
As  the  Olivetti  bid  for  the 
much  larger  Telecom  Italia 


underlines,  the  existence  of  more 
liquid  rnflt-frptg  jq  Europe  could 
permit  the  development  of  an 
opportunistic  deal-making  cul- 
ture giTnifar  to  the  one  that  pre- 
vailed in  the  US  and  UK  in  the 
late  2980s.  But  that  is  not  neces- 
sarily a guarantee  of  industrial 
logic;  nor  of  deals  that  are  in 
shareholders*  as  opposed  to  man- 
agers' interests.  ~ 7- 
Investment  bankers  are  adept 
at  concocting  leveraged  deals, 
that  satisfy  management’s  desire 
for  an  exciting  Hfe.  Yet  competi- 
tive advantage  derives  not  from 
bids  but  from  sound  management 
of  the  underlying  operating  busi- 
nesses. Management  may  also 
have  powerful  defensive  motives 
for  doing  things  that  conflict 
with  the  shareholders’  interests. 
A number  of  recent  takeover  pro- 
posals appear,  for  example,  to  be 
motivated  more  by  the  desire  for 
size  than  far  value. 

Whether  the  aim  is  to  reduce 
vulnerability  to  hostile  takeovers 
or  to  nurture  national  champi- 
ons. such  bids  are  unlikely  to 
deliver  much  economic  benefit 
In  the  new  environment  ft  will 
thus  be  doubly  important  for  the 
competition  authorities  and  capi- 
tal market  watchdogs  to  cast  a 
very  sceptical  eye.  Even  then,  tba 
risk  remains  that  without  more 
vigorous  labour  market  reform, 
takeover-induced  structural 
adjustment  will  cause  needlessly 
high  levels  of  unemployment 
across  Europe. 


Chavez’s  error 


A political  confrontation  is 
looming  in  Venezuela.  Less  than 
six  months  after  he  was  swept  to 
power,  President  Hugo  Cbdvez  is 
threatening  to  override  congres- 
sional opposition  to  economic 
austerity  measures.  He  has 
threatened  to  take  special  powers 
under  a state  of  emergency-  This 
would  be  a serious  mistake. 

The  emergency  would  further 
divide  Venezuelans  at  a time 
when  political  stability  is  needed 
to  allow  the  country  to  take  the 
first  steps  to  sustainable  eco- 
nomic recovery.  Voters  are 
already  preparing  for  a referen- 
dum this  month  on  far-reaching 
and  controversial  constitutional 
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Mr  Cbfivea’s  reforms  include 
tax  increases  and  job  cuts  in  the 
pqblic  sector,  that  are  needed 
urgently  If  Venezuela  is  to  tackle 
Its  fiscal,  deficit,  expected  to 
reach  9 per  cent  of  economic  out- 
put this  year.  The  package  also, 
gives  him  powers  that  would 
allow  negotiations  with  foreifpr 
creditors  over  the  country's 
pressing  burden  of  external 
debt  f - 

Given  the  scale  of  Venezuelans 
economic  problems,  Mr  Chfivezs 
ti^SodTSTdow  pace  of 
the  legislative  process  is  under- 
standaWe.  But  bis  impatience  is 
worrying  .because  it  reflects  a 
broader,  authoritarian  tendency 
within  his  -administration.  Only 
Sevgn  years  ago,  when  stiB  a par- 
a troop  commander,  Mr  Ch&vez 


led  an  unsuccessful  military 
coup.  This,  year,  rather  than 

using  his  popular  mandate  to  win. 
broad  agreement  for  change,  Mr 
Ch&vez  is  increasingly  resorting 
to  populism  and  strong-arm  tac- 
tics. 

At  the  weekend  the  self-styled 
“president  of  the  revolution"  told 
supporters  that  he  wanted  to  stay 
in  power  for  two  consecutive 
forma  — even  though  this  is  pro- 
hibited by  the  constitution  - and 
promised  new  laws  allowing  sol- 
diers to  play  a more  active  role  in 
politics.  Already  senior  officers 
are  running  government  minis- 
tries or  keeping  a close  aye  on 
their  civilian  heads. 

Other  farmer  Latin  American 
strongmen  have  learned  that 
respect  for  democracy  reaps  dm- 
dentfe.  So  should  Mr  Chavez.  A 

deal  with,  congress  should  be  pos- 
sible. Although  the  legislature 
has  often  been  out  of  touch  with 
Venezuela’s  problems  in  the  past, 
this  year  its  leaders  have  been 
responsive  to  the  government 
and  are  prepared  to  approve  most 

of  the  economic  measures. 

Indeed,  the  president’s  own 
supporters  control  about  one 

third  of  seats  in  the  congress- But 

Mr  CMvez  seems  intent  on  cap*; . 
tagging  on  the  unpopularity  of 
the  legislature.  By  courting  con- 
frontation with  Congreg,  he 
risks  creating  further  instability 
deterring  foreign  investors  and 
deepening  the  country  s 
economic  problems. 


Is  the  US  taking  over, the 
global  pharmaceuticals 
business?  The  question 
seems  almost  preposterous. 
After  all.  drugs  form  one  of 
Europe's  most  competitive  and 
successful  industries.  By  almost 
any  measure,  Novartis  and  Roche 
of  Switzerland  and  Britain's 
Glaxo  Wellcome  and  SmithKhne 
Beecham  are  in  the  industry's 
top  10  companies.  South-east 
England  is  one  of  the  world’s  cen- 
tres of  medical  research,  which 
vies  with  flna»g?«l  services  as  a 
job  creator  in  the  UK.  Indeed, 
Europe  gave  birth  to  the  drugs 
business  when,  at  the  turn  of  the 
century.  German  and  Swiss  dye 
companies  applied  their  chemical 
expertise  to  the  discovery  of 
pharmaceuticals. 

But,  as  fee  century  ends,  com- 
panies that  until  recently  were 
considered  glowing  examples  of 
European  competitiveness  are 
slipping  behind  their  US  competi- 
tors. By  2002,  according  to  fore- 
casts, only  three  of  the  world’s  28 
topsCIling  drugs  will  he  made  by 
Europeans.  US  companies  will 
account  for  no  fewer  than  20. 
Only  a decade  ago,  half  of  all 
top-selling  drugs  were  European. 

Although  blockbuster  drugs 
(selling  more  than  Jlbn  a year) 
are  not  the  only  measure  of  suc- 
cess, the  astronomical  cost  of 
research  means  companies  can- 
not get  along  without  them.  Tt  is 
difficult  to  see  how  European 
companies  can  remain  at  the 
industry’s  top  table  and  be  as 
profitable  as  their  US  peers  if 
they  do  not  produce  a decent 
share  of  the  top-selling  products," 
says  Jonathan  de  Pass,  bead  of 
Evaluate,  a pharmaceuticals 
research  boutique. 

Lack  of  blockbusters  is  not  the 
only  sign  of  European  decline. 
Sir  erf  the  top  10  companies  by 
sales,  and  eight  of  the  top  22  by 
market  capitalisation  are  Ameri- 
can. Fenner  powerhouses,  such 
as  Bayer  of  Germany,  are  in  dan- 
ger of  becoming  bit-part  players. 

European  companies  are  tacitly 
acknowledging  their  plight  Over 
the  past  few  months,  three  big 
European  mergers  have  been 
announced.  At  least  two  of  thwn 
- the  aU-Frencfa  union  of  Sannfl 
and  Syntbelabo.  and  thp  merger 
of  Hoechst  of  Germany  with 
Rhone-Foulenc  of  France  - are 
regarded  by  US  competitors  as 
weak  European  companies  huddl- 
ing together  for  comfbrt. 

Zeneca  of  the  UK.  which  last 
week  consummated  its  marriage 
with  Astra,  is  a,  partial  exception. 
But  even  though  Zeieca  has  been 
growing  rapidly,  many  analysts 
befieved  it  lacked  the  muscle  to 
go  it  alone  indefinitely.. 

Mergers,  “however,  may  not  be 
enough  to  dig  Europe  out  of  its 
hole.  The  combination  of  Hoechst 
and  Rbdne-Poulenc  to  create 
Aventis,  for  example,  would  - on 
pro-forma  numbers  for  1998  - cre- 
ate the  world's  biggest  drugs 
company  by  sales.  Yet  such  is  the 
relative  weakness  of  Aventis’s 
pipeline  that  analysts  are  fore- 
casting it  will  slip  back  to  sixth 
place  by  2002. 

And  if  you  want  to  know  how 
far  matters  can  go,  consider  the 
strange  case  of  the  Mercks.  The 
pharmaceutical  world  boasts  two 
companies  of  this  name,  one  a 
grand  old  German  outfit,  the 
other  its  younger  American  off- 
shoot. Since  their  separation 
after  the  first  world  war,  the  US 
child  has  became  the  most  suc- 
cessful drugs  group  in  the  world 
with  a market  capitalisation  of 
$200bn  (£125bn)  and  an  unparal- 
leled track  record  of  Innovation. 
Its  former  German  parent  is  now 
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valued  at  a mere  $6bn  - about  a 
30th  the  size  of  its  US  counter- 
part - and  its  future  as  an  inde- 
pendent entity  is  uncertain. 

So  what  lies  behind  the  seem- 
ingly precipitous  decline  of  the 
European  drugs  Industry?  And 
can  it  be  reversed? 

The  first  point  to  make  is  that 
the  fault  does  not  appear  to  lie 
with  European  research.  The 
quality  of  laboratories  and  scien- 
tists in  Europe  is  still  considered 
world  class. 

Much  of  the  recent  success  of 
Pfizer,  the  rapidly  growing  US 
drugs  company,  was  built  on  a 
series  of  discoveries  at  its 
research  centre  in  Sandwich, 
England.  Most  successful  US 
companies  maintain  a consider- 
able research  presence  in  Europe. 

True,  the  biotechnology  indus- 
try. which  has  shifted  the  basis 
for  drug  discovery  from  chemis- 
try to  biology,  had  a 15-year 
headstart  in  the  US.  Many  US 
pharmaceuticals  companies 
bought  in  big-selling  drugs  from 
American  biotech  firms.  But 
then,  so  did  European  companies, 
such  as  Glaxo  and  Roche. 

If  research  is  not  to  blame, 
what  is? 

Most  pharmaceutical  execu- 
tives, keen  to  open  up  Europe's 
heavily  regulated  health  systems, 
have  a ready  answer.  Because 
European  governments  are  con- 
tinually trying  to  squeeze  drug 
budgets  and  are  slow  to  approve 
new  (more  expensive)  treat- 
ments, they  say.  European-based 
companies  are  poorly  rewarded 
for  their  research  efforts. 

“There's  not  enough  incentive 
for  innovation  in  Europe,”  says 
Sidney  Taurel,  chairman  of  Eli 
LtQy  of  the  US.  “We  are  seeing  a 
lot  of  consolidation  of  the  indus- 
try in  Europe  as  a consequence  of 
this  lessAhan-ideal  environment 
for  pharmaceuticals." 

That  view  is  partially  borne 
out  by  the  facts.  The  US  drugs 
market  - which  accounts  for 
about  40  per  cent  of  the  indue- 
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try’s  sales  and  60  per  cent  of  its 
profits  - has  expanded  much 
more  rapidly  than  Europe's  over 
the  past  decade.  Insurers  appear 
more  willing  to  pay  for  drugs 
than  governments  are:  sales  of 
prescription  products  in  the  US 
grew  at  12  per  cent  last  year 
against  only  6 per  cent  in  Europe. 

“If  you  want  innovation,  you've 
got  to  be  prepared  to  pay  for 
innovation,’’  says  Sir  Richard 
Sykes,  the  chairman  of  Glaxo. 
“You  cannot  say:  'We  want  to  be 
an  entrepreneurial  society,  we 
want  to  compete  with  the  rest  of 
the  world,  but  by  the  way  we’re 
not  prepared  to  pay  for  your 
productsV’ 

But  the  sluggish  European 
market  is  only  a partial  explana- 
tion of  its  corporate  decline. 

True,  it  may  explain  the  perfor- 
mance of  German  and  French 
companies,  which  tend  to  be 
entrenched  in  their  local  mar- 
kets. Not  only  have  they  been 
punished  by  downward  pricing 
pressure  in  Europe,  but  they 
have  also  missed  out  on  the  US 
bonanza.  Sanofi,  Syntbdlabo, 
Hoechst,  Bayer,  BASF  and  Sphe- 
ring are  all  under-represented  in 
the  US.  Several  American  compa- 
nies, by  contrast,  do  60  or  70  per 
cent  of  their  business  in  their 
booming  domestic  market 

True,  too,  it  may  explain  some 
of  the  better  performance  of 
Swiss  and  UK  companies.  Roche 
and  Novartis  of  Switzerland  have 
a good  proportion  of  their  busi- 
ness in  the  US.  Glaxo  Wellcome 
has  more  than  40  per  cent  of  its 
sales  there,  while  AstraZeneca 
and  Smith  Kline  Beecham  have 
nearly  50  per  cent  (partly  because 
the  SmithKline  bit  of  the  com- 
pany is  of  US  origin). 

But  even  these  companies  do 
not  have  as  many  blockbuster 
drugs  as  their  US  counterparts. 
So  for  global  companies  like 
them,  there  must  be  other  rea- 
sons for  relative  decline. 

Part  of  the  explanation  may  be 
that  many  European  companies 


are  caught  at  an  awkward  point 
in  the  innovation  cycle.  UK  com- 
panies in  particular  have  been 
hard  hit  by  patent  expiries, 
which  slash  sales  once  generic 
competition  begins.  By  1996,  UK 
companies  had  only  seven  of  the 
world's  top  50  selling  drugs  com- 
pared with  twice  that  number  in 
1988. 

But  why  have  European  com- 
panies not  been  able  to  come  up 
with  new  blockbusters  to  replace 
the  old  ones? 

That  may  be  because  they  have 
chosen  the  wrong  drugs.  Over 
the  past  10  years,  “lifestyle 
drugs”  - which  improve  the  qual- 
ity of  life  and  alleviate  the  symp- 
toms of  old  age  - have  grabbed 
an  increasing  proportion  of  mar- 
ket share.  There  were  10  such 
drugs  in  1996  against  only  two  a 
decade  earlier. 

Prime  examples  are  Viagra  for 
male  impotence.  Premarln  for 
menopausal  symptoms,  Prozac 
for  depression  and  a batch  of  cho- 
lesterol-lowering drugs.  Tbe  vast 
majority  are  made  by  VS,  not 
European,  companies. 

Why  US  companies  should 
have  predicted  the  shift  to  life- 
style drugs  more  successfully 
than  their  European  counterparts 
is  unclear.  Being  closer  to  the  US 
market  - with  its  wealthy,  age- 
ing baby-boomers  and  its  less 
regulated  environment  - seems 
to  have  given  them  a better 
insight  into  the  direction  the 
industry  was  heading. 

Glaxo,  in  contrast,  used  the  bil- 
lions it  earned  through  tbe  phe- 
nomenal success  of  Zantac,  its 
anti-ulcer  drug,  to  produce  world- 
class  research  in  such  areas  as 
asthma  and  mV.  Although  these 
efforts  have  produced  important 
drags,  they  have  not  yielded  the 
lifestyle  blockbusters. 

In  common  with  other  Euro- 
pean companies,  Glaxo  was  not 
as  quick  to  recognise  the  new 
phenomenon.  When,  like  Pfizer, 
it  stumbled  upon  a drug  to  treat 
erectile  dysfunction,  it  scrapped 
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Party  favours  in 
the  garden  state 

i White  other  Goldman  Sachs 
j executives  sweat -over  the 
; partnership's  initial  pufalte  offering 
| next  month,  co-chairman  Jon 
Corona's  been  distracted  by  a 
i stream  dt  worried  Democrats 
: from  across  the  river  in  New 
i Jerwsy.  . 

They’re  hoping  Corzine  will 
make  a Wd  for  the  US  Senate 
seat  being  vacated  by  Sen  Rank 
Lautenberg,  a Democrat  who 
made  Ms  own  fortune  in 
computerised  payroll  processing. 
Christine  Whitman,  Jersey's 
Republican  governor,  has  said 
she’ll  run  for  the  seat  So  has 
Jim  Rorio,  the  Democrat 
Whitman  defeated  in  1983,  when 
she  hammered  away  at  the 
unpoputer  tax  increases  he'd  put 
in  piac& 

Hoping  to  avoid  a . " 
Whitman-Ftorio  rematch,  party 
activists  have  been  courting 
Corzine,  who's  Hved  In  Summit, 
New  Jersey,  for  more  than  20 
years  and  fe  no  stranger  to 
Democratic  poGtics.  He  gave 
nearly  $500,000  to  part y 
candidates  and  causes  in 
1997-98.. 

Quote  apart  from  his  own 
money  - which  wiQ  inctode 
around  $2Qpm  from  the  IPO 
alone  - Corzine  has  plenty  of 
fundraising  connections  wttich 
coufd  heJp  with  the  expensive 
raca. 

And  after  the  nasty  poRtics  of 


Goldman,  which  brought  about 
his  ousting  as  CEO  earlier  this 
year,  a fittfe  rough  and  tumble  to 
Washington  may  seem  Eke 
child's  play. 

Pugilistic  profs 

Run  for  cover!  The  fight  between 
Telecom  Italia  and  Olivetti,  one  of 
Europe's  biggest  takeover  battles 
since  the  war,  hasn’t  got  just  the 
bankers  and  businessmen  up  in 
arms. 

A pair  of  professors  has  Joined 
the  fray  - and  they’re  busy 
deploying  the  sweetness  and 
Tight  for  which  their  trade  is 
renowned. 

Not  that  they’re  just  any  two 
academics,  in  one  comer  is  Luigi 
Spaventa,  the  Cambridge- trained 
economist  and  former  budget 
' minister  who  heads  Consob, 

I Italy’s  stock-market  watchdog. 

Snarling  at  him  from  the  other 
side  of  the  ring  is  Guido  Rossi,  a 
Harvard  Law  School  graduate 
who  preceded  Spaventa  as 
Consob  boss.  He  also  presided 
over  Telecom  Italia  white  it  was 
being  privatised  and  has  been 
enlisted  by  the  company's 

management 

Rossi  ripped  into  Consob  last 
weekend  for  treating  Ofivettfs 
intention  to  bid  for  Telecom  Italia 
as  a fuRy-fledged  takeover  offer, 
a step  which  reduced  Telecom 
ttaRa's  freedom  of  manoeuvre. 

Spaventa  flit  back  yesterday. 

He  said  the  regulator  considers  a 
company  subject  to  a takeover 
attempt  as  soon  as  an  intention 


to  bid  is  announced. 

The  war  of  words  between  the 
two  has  brought  the  country’s 
new  takeover  code  to  the  centre 
of  attention,  helping  clarify  its  . 
provisions  at  a time  when  Italian 
mergers  and  takeovers  seem  to 
have  become  ail  the  rage.  And 
with  the  dogged  Rossi  on  the 
case,  the  battle  is  likely  to  run 
and  run. 

Really  romantic 

Love  isn't  exactly  in  the  Bonn  air 
this  spring  - or  at  least,  not 
enough  of  it  for  the  liking  of 
some  very  important  persons. 

Chancellor  Gerhard  Schroder 
cut  a slightly  disconsolate  figure 
yesterday  when  he 
acknowledged  that  his  Social 
Democrats  didn’t  truly  love  him. 
Although  he  said  aH  he  was  really 
after  was  their  respect,  that 
didn’t  stop  him  asking  for  a pair 
of  ebow  pads  to  protect  him 
from  jostling  in  the  ranks. 

Schrfider  may  be  a veteran  of 
a thousand  talk  shows,  but  he’s 
never  tugged  at  his  party’s 
affections  to  the  way  that  forma' 
finance  minister  Oskar  Lafontalne 
did  before  Iris  political 
self -destruction  last  month. 

And  events  in  Kosovo  have 
stopped  the  chancellor  from 
building  up  a warmer,  fuzzier 
image  - among  the  conflict's 
minor  casualties  woe  his  plans 
for  a big  55th  family  birthday 
party  last  week. 

Nor  Is  he  the  only  one  putting 
International  politics  ahead  of  his 


private  life.  Joschka  Rscher,  the 
Green  foreign  minister,  who’s  lost 
some  of  his  party  admirers 
because  of  his  support  for  air 
attacks,  spent  his  51st  birthday 
yesterday  at  a Nato  meeting  in 
Brussels. 

But  there  Is  stiff  apparently 
some  space  left  in  Mr  Rscher’s 
diary.  Observer  understands  he 
will  - despite  press  reports  to  the 
contrary  - go  ahead  this 
Saturday  with  his  fourth  wedding. 
Romance  Isn’t  dead,  after  all. 

Time  travel 

Tokyo's  hip  young  things  may 
enjoy  comparing  their  dty  to 
New  York  or  Paris,  but  the  city's 
next  governor  Isn’t  so  keen  on 
the  latest  fashions  from  abroad. 

Shintaro  Jsbihara,  a nationalist 
who  pushed  his  way  to  victory 
past  18  other  candidates,  has 
raised  plenty  of  hackles  by 
yearning  after  toe  country's 
pre-war  past  He  insists  on 
calling  China  a name  once 
favoured  by  the  Japanese 
imperial  army  and  isnt  shy  of 
daimtog  that  Japanese  money 
has  conquered  south-east  Asia. 

He’s  laid  into  his  compatriots 
too:  he  reckons  toe  savants  at 
toe  finance  ministry  are 
blockheads  and  that  Japanese 
youth  has  lost  the  values  that 
once  set  it  apart 

IsWhara’s  outspoken  views 
wont  exactly  froth  up  toe  young 
sophisticates'  capuccinos.  Retro 
may  be  chic,  but  antediluvian 
isn’t  so  cool. 


the  project  on  the  grounds  that 
there  was  no  market.  At  the 
moment,  that  hardly  looks  like 
one  of  the  great  business  deci- 
sions of  our  time. 

Because  drugs  take  at  least  10 
years  to  develop,  the  US  gamble 
on  lifestyle  drags  is  likely  to  give 
it  an  edge  for  some  years  to 
come.  According  to  Evaluate,  five 
of  the  top  10  drugs  in  3002  will  be 
lifestyle  products.  All  come  from 
US  companies. 

In  short,  for  the  next  three  to 
five  years,  European  companies 
will  struggle,  compared  with  US 
ones.  But  does  that  does  not  nec- 
essarily mean  they  are  doomed  to 
fell  further  and  further  behind. 

From  2002-2005,  it  will  be  the 
turn  of  US  companies  to  ride  out 
a series  of  damaging  patent  expi- 
ries. One  of  tbe  pitfalls  of  relying 
on  blockbusters  - as  opposed  to  a 
broader  portfolio  of  more  modest- 
selling  drugs  - is  that,  when  one 
product  loses  its  patent,  group 
earnings  can  plummet  overnight. 
That  could  give  the  Europeans  a 
window  of  opportunity. 

At  the  same  time,  the  growth 
of  the  US  drugs  market  may 
slow,  particularly  if  American 
politicians  make  an  electoral 
issue  of  healthcare  spending 
(which  is  higher  In  tbe  US  than 
in  any  other  big  country).  Con- 
versely, the  industry's  push  to 
deregulate  the  European  market 
is  likely  to  pay  off  eventually, 
opening  the  way  to  greater  vol- 
ume and  higher  prices. 

But  Mr  de  Pass  believes  it  may 
be  dangerous  for  European  com- 
panies to  wait  for  the  tide  to 
turn.  Those  Europeans  that  have 
contemplated  a transatlantic 
merger  of  the  sort  Glaxo  is  said 
to  have  considered  with  Bristol- 
Myers  Squibb  “should  perhaps 
get  on  with  it  now,  while  they 
can  stfll  be  viewed  as  equals”,  he 
says.  “If  US  companies  keep 
growing  at  this  rate,  they  are  not 
going  to  see  even  the  biggest 
European  companies  as  partners 
- but  as  takeover  targets." 


100  years  ago 

Bucket-shop  wanting 
We  have  warned  our  readers 
against  the  bucket-shop  which 
has  taken  to  itself  the 
pompous  name  of  the  British 
Securities  Company,  Limited. 
This  ridiculous  institution 
caters  for  "the  intelligent, 
progressive  business  man  who 
will  gladly  profit  from  the 
fiuctuative  tides  of  Railway, 
Industrial  and  Mining  shares” 
and  it  also  tries  to  peddle  out 
its  Twelve  Per  Cent  Ordinary 
shares,  which,  either  with 
outstanding  audacity  or 
profound  ignorance,  it 
describes  as  absolutely  safe. 

We  never  knew  one  of  these 
pools  to  be  honestly 
conducted  yet,  and,  frankly, 
we  do  not  think  toe  British 
Securities  Company  is  going 
to  startle  us  with  an 
innovation. 


50  years  ago 

Swan  Hunter 

New  orders  coming  to  to  the 
shipyards  are  now  at  toeir 
posrt-war  lowest,  although 
some  of  the  buSders  have 
order  bodes  promising 
profitable  employment  for  toe 
next  year  or  so.  Among  them 
is  Swan  Hunter  and  Wigham 
Richardson.  But  shortage  of 
steel  supplies  continues  to 
hamper  the  yards  and  may 
compel  a laytog-off  of  men 
despite  ten  order  books. 
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Ford’s  Mis-Fit 


"Adjacency”  is  not  one  of  those 
buzz-words  that  get  investors  reaching  for 
their  cheque  books.  But  it  is  what  Ford’s 
£lbn  bid  for  Kwik-Fit  is  all  about.  Jacques 
Nasser,  the  carmaker's  pugnacious  chief 
executive,  wants  Ford  to  proDt  from  every 
stage  of  a car's  life-cycle  - from  factory  to 
scrap  yard.  Hence  its  recent  investments 
in  dealerships  in  the  UK  and  US.  Buying 
Kwik-Fit,  which  repairs  older  ex-warranty 
cars,  is  arguably  an  extention  of  that 
strategy. 

Seems  sensible?  Look  closer  and  it 
seems  terribly  mushy.  One  could  argue 
that  Ford  benefits  from  investing  in  deal- 
ers that  sell  its  cars.  Marketing  accounts 
Tor  a third  of  a car's  total  cost.  But  it  is 
hard  to  see  what  it  gets  from  sticking 
exhaust  pipes  on  rival  marques  or  even  its 
own  veteran  models.  Kwik-Fit  will  remain 
a stand-alone  business  - limiting  the 
potential  Tor  revenue  or  cost  synergies. 
True,  it  is  growing  fast  in  continental 
Europe.  But  without  synergies,  the  price, 
at  22  times  1999  earnings,  seems  high. 

Mr  Nasser  believes  the  market  intelli- 
gence Kwik-Fit  will  bring  with  it  is  worth 
paying  for.  This  is  the  adjacency  bit  He 
may  be  right.  Even  so.  Kwik-Fit  does  not 
look  like  a must-have.  It  is  easier  to  see 
why  Sir  Tbm  Farmer,  Kwik-Fit’s  58  year 
old  founder,  is  selling.  As  its  entrepre- 
neurial driving  force.  Sir  Tom  needed  to 
sell  before  his  looming  retirement  became 
an  issue.  The  price  may  not  be  quite  top 
dollar  but  he  has  done  his  shareholders 
proud. 

European  takeover  code 

An  end  to  the  10-year  wrangle  over  a 
Europe-wide  takeover  regime  looks  in 
sight.  And  not  before  time,  given  that  a 
spate  of  hostile  bids  has  exposed  the 
weaknesses  of  continental  systems  for  all 
to  see.  When  continental  takeovers  were 
all  friendly,  this  debate  seemed  rather 
sterile.  After  all,  it  is  only  in  hostile  situa- 
tions, when  bidders  have  to  appeal  to 
shareholders  over  the  beads  of  managers, 
that  there  is  really  much  need  for  rules. 
Convoluted  bids  like  LVMH/Gucci,  Oli- 
vetti/Telecom Italia  and  the  three-way 
French  banking  pile-up  are  now  highlight- 
ing the  need  for  agreement  on  the  general 
principles  of  how  companies  should 
change  hands. 

Modelled  on  the  UK's  Takeover  Code. 


Kwik-Fit 

Share  price  retains  (d  the  FISE  All-Share  Index 


the  draft  directive  is  a well-meaning 
attempt  to  address  investors'  gripes: 
incumbent  managements  can  fend  off  hos- 
tile offers  too  easily,  minority  rights  are 
often  ignored  and  some  bid  battles  are 
poorly  policed.  It  is  ironic,  then,  that  the 
UK.  where  most  takeovers  take  place  and 
which  has  a speedy  and  efficient  self-regu- 
lating regime,  has  long  been  the  direc- 
tive’s fiercest  opponent.  But  its  fears  that 
replacing  a successful  voluntary  arrange- 
ment with  law  would  encourage 
protracted  nuisance  litigation  should  now 
be  diminishing  Germany’s  proposed  com- 
promise will  enable  countries  to  limit 
such  practices.  The  Takeover  Panel  will 
still  cry  blue  murder.  But  the  directive's 
impact  on  City  of  London  ways  no  longer 
looks  too  disastrous. 


Venezuela 

While  much  of  Latin  America  appears 
to  be  stabilising,  Venezuela  is  spiralling 
into  crisis.  President  Hugo  Ch&vez  is 
threatening  to  declare  a state  of  emer- 
gency and  rule  by  decree  unless  the  oppo- 
sition-led Congress  grants  him  sweeping 
emergency  powers.  Mr  Chdvez,  who  was 
once  Jailed  for  leading  a military  coup, 
has  also  said  he  wants  to  rewrite  the 
constitution  to  allow  him  to  stay  in  office 
for  at  least  10  years. 

The  president  claims  he  needs  special 
powers  to  clean  up  the  country.  Vene- 
zuela is  clearly  in  a mess.  Corruption  and 
inefficiency  are  chronic  and  the  economy 
is  in  a lamentable  state.  Despite  the 
recent  rise  in  oil  prices,  output  will  con- 


tract by  1-3  per  cent  in  1999.  inflation  is 
around  30  per  cent  and  the  government  is 
running  a fiscal  deficit  of  nearly  9 per 
cent  of  gross  domestic  product.  So  Car, 
however,  Mr  Chavez  has  neither  detailed 
his  economic  reforms  nor  recruited  high- 
calibre  advisers.  And  his  attempt  to 
assume  dictatorial  powers  hardly  creates 
the  sort  of  climate  that  will  attract  foreign 
investment. 

Foreign  capital  is  needed.  Venezuela's 
total  external  debt,  at  around  30  per  cent 
of  GDP,  Is  not  as  manageable  as  it  looks. 
Too  much  is  short-term,  with  around  $5bn 
(or  5 per  cent  of  GDP)  falling  due  this 
year.  So  far.  the  central  bank  has  reso- 
lutely defended  the  bolivar.  But  as  its 
reserves  diminish  and  capital  outflows 
continue,  a devaluation  looks  likely. 

Sweden 

The  shock  resignation  of  Erik  Asbrink, 
Sweden's  finance  minister,  just  two  days 
before  he  was  to  present  the  country's 
budget  is  bad  news.  But  the  reason  is  not 
obvious  at  first  glance.  After  all.  the 
immediate  cause  of  his  resignation  was  a 
comment  by  Gtiran  Persson.  the  prime 
minister,  that  there  could  be  room  for  tax 
cuts  next  year.  And  Sweden  certainly 
needs  lower  taxes.  The  government  cur- 
rently taxes  to  the  tune  of  55  per  cent  of 
gross  domestic  product:  that  stifles  enter- 
prise and  fuels  the  brain  drain.  Moreover, 
Sweden's  finances  are  not  in  quite  as  poor 
a state  as  they  were  in  the  mid-1990s 
when  the  budget  deficit  was  12  per  cent  of 
gross  domestic  product.  The  budget  is 
actually  in  surplus.  So  surely  the  prime 
minister's  instincts  are  right? 

Well,  not  quite.  Mr  Asbrink  was  the 
embodiment  of  fiscal  rigour  in  a flimsy 
left-wing  coalition.  He,  too.  wanted  tax 
cuts  - but  not  until  Sweden  had  paid 
down  more  of  its  national  debt  which,  at 
over  70  per  cent  of  GDP,  is  still  too  high. 
His  insistence  on  delaying  tax  cuts  when 
there  was  already  a surplus  may  seem 
excessively  rigid.  But  there  is  something 
to  be  said  for  having  a rigid  finance  minis- 
ter. That  is  especially  so  in  Sweden,  which 
needs  not  merely  of  a one-off  tax  cut  but 
root-and-branch  reform  of  its  public 
finances.  A return  to  fiscal  profligacy  is 
probably  not  on  the  cards.  But  structural 
reform  is  now  likely  to  be  put  on  the  back 
burner. 


China  takes  harsh  action 
to  curb  ‘unfair’  price  wars 

Manufacturers  cutting  profits  face  penafties  and  even  closure 


By  James  Harding  fa  Shanghai 

China  is  imposing  drastic  penalties 
to  stop  fierce  price  wars  between 
rival  domestic  manufacturers  that 
have  eroded  corporate  profits  and 
driven  deflation. 

Beijing  announced  regulations  yes- 
terday to  punish  Chinese  colour  tele- 
vision makers  that  sell  their  prod- 
ucts below  cost  on  the  domestic 
market  This  represents  a new  level 
of  government  intervention  to  curb 
the  price  falls  in  one  of  the  many 
heavily  oversupplied  sectors  of  the 
market. 

The  measures,  which  took  effect 
this  month,  come  amid  calls  for  the 
government  to  halt  the  cut-throat 
competition  that  has  depressed 
prices  in  other  sectors.  China’s  retail 
prices  index  has  been  in  negative 
territory  since  October  1997. 

Officials  have  already  intervened 
to  stop  discounting  in  other  indus- 
tries. such  as  airlines. 

The  “ban  on  unfair  price  competi- 
tion” in  the  colour  television  market 
is  intended  to  target  manufacturers 


that  have  sold  televisions  below 
cost,  thereby  “disturbing  normal 
market  order  and  damaging  the 
legal  iniorpctc  of  otbs*  manufactur- 
ers and  consumers  , an  official  state- 
ment said. 

The  jwdmip  Bwpq,  sus- 

pension erf  operations  and  even  the 
closure  of  businesses  fomHl  reducing 
colour  television  prices  below  cost 
by  offering  itisrmmts  or  aihaHrim 

The  domestic  competition  in  the 
colour  television  market  has  been 
particularly  fierce.  Sichuan  Chan- 
gfaong,  the  Chinese  market  leader,  is 
generally  blamed  for  starting  the 
price  war  in  1996. 

Prices  have  been  cut  again  and 
again  since  then,  driving  some  man- 
ufacturers out  of  business  and  reduc- 
ing the  prefits  of  Chinese  colour  tele- 
vision makers  by  Rml&2bn  (3628m) 
last  year,  according  to  a report  in 
last  week's  Market  Daily.  Another 
round  of  price-cutting  began  last 
month,  due  in  part  to  the  arrival  of 
cheaper  imports. 

Another  sector  with  stiff  internal 
competition  is  the  telecommunica- 


tions switching  Industry,  whose 
rapid  rise  bad  taken  foreign  manu- 
facturers by  surprise  in  recent  years. 

However,  prices  of  some  products 
have  hwftn  forced  down  by  as  much 
as  70  per  cutting  into  the  prof- 
its of  the  leading  Chinese  companies. 

Wn  JSangxing.  .chairman  of 
Juicing,  one  of  the  big  four  telecoms 
equipment  manufacturers,  was 
quoted  recently  by  the  state  media 
suggesting  that  the  government 
should  implement  certain  “policy 
adjustments”  to  ensure  the  four 
leading  producers  - which  include 
Huawei,  Datang  ami  Zbongxfng  - do 
not  make  the  same  product  and 
thereby  prevent  an  “internal  fight”. 

Chinese  airlines  were  ordered  to 
stop  ailing  domestic  flights  at  dis- 
count prices  earlier  this  year.  A.  gov- 
ernment said  the  instruction 

to  sell  tickets  at  the  prices  set  by  the 
Civil  Aviation  Administration  of 
China  (CAAC)  was  intended  to  "stop 
airlines’  unfair  activities  of  selling 
tickets  at  prices  below  cost”. . 


Chinese  exports  faH,  Page  8 


UK  and  Germany  in  move  to 
agree  on  centre-left  policies 


By  John  Lloyd 
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Regular  meetings  are  planned 
between  German  and  British  minis- 
ters to  discuss  policy  oourtHnation 
that  would  define  a political  frame- 
work for  the  new  centre-left  in 
Europe. 

Their  forthcoming  joint  report. 
The  Way  Forward  for  Europe's 
Social  Democrats,  is  a mark  of  grow- 
ing closeness  for  the  two  govern- 
ments. It  is  also  a possible  sign  of 
growing  distance  in  political  philoso- 
phy between  Germany  and  France. 

The  report  builds  on  the  so-called 
“Third  Way”  concept  that  Tony 
Blair,  the  UK  prime  minister,  Gor- 
don Brown,  the  chancellor,  and  their 
allies  have  been  active  in  developing 
In  association  with  US  president  Bill 
Clinton. 

It  emphasises  the  need  for  promo- 
ting competitiveness  in  the  econ- 
omy, and  to  equip  people  for  change 
through  re- training. 

The  report's  aim  is  not  just  at  the 
UK  and  Germany,  but  says  that  all 


centre-left  European  parties,  most  of 
which  are  the  dominant  partners  in 
their  governments,  should  adopt 

dmilar  positions. 

So  for.  Italy’s  “Olive  Tree"  coali- 
tion headed  by  Massimo  D'Alema 
has  shown  the  most  Interest  in 
Third  Way  ideas.  The  governing 
Socialists  in  France,  under  Lionel 
Jospin,  have  been  more  sceptical 

Hie  report  suggests  that  the  poli- 
cies of  the  European  Union,  now 
driven  by  a Council  of  Ministers 
almost  entirely  consisting  of  centre 
left  politicians,  would  change  to 
reflect  the  new  philosophy. 

It  is  frank  about  the  previous 
inability  of  left-wing  parties  and  gov- 
ernments to  cope  with  rapid  change, 
and  makes  clear  that  radical  alter- 
ations must  be  made  to  welfare 
states.  This  would  be  particularly 
difficult  for  governments  and  parties 
that  have  committed  themselves  to 
building  and  extending  social  provi- 
sion. 

The  report  will  be  endorsed  by 
both  Mr  Blair  and  Gerhard  Schroder, 


the  German  Chancellor.  Much  of  its 
philosophy  has  already  been 
accepted  by  Mr  Blair's  colleagues. 
Mr  Schroder’s  commitment  to  the 
Third  Way  - known  in  Germany  as 
die  neue  Mitte  (New  Middle)  - is 
more  controversial,  and  less  prepara- 
tion has  been  undertaken. 

The  project  is  the  result  of  meet- 
ings between  Peter  Mandelson,  the 
former  UK  trade  and  industry  secre- 
tary, and  Bruno  Hombach,  Mr  Schro- 
der’s closest  aid.  The  meetings  con- 
tinued after  Mr  Mandelson’s 
December  resignation,  «ud  the  Howl 
draft  was  produced  at  the  last  of 
them  in  February. 

The  report's  launch  has  been 
delayed  by  the  Kosovo  crisis,  and 
has  not  been  seen  by  most  ministries 
in  either  Britain  or  Germany. 

Mr  Schrdder  was  constrained  in 
moving  too  for  into  the  political  cen- 
tre while  Oskar  Lafontaine,  an  old 
style  socialist,  remained  finance 
minister.  Mr  Lafontaine  quit  sud- 
denly in  January,  leaving  Mr  Schro- 
der a freer  hand. 
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ABB  Asea  Brown  Boveri 

has  acquired 

□sag  Bailey  Process 
Automation  N.V. 


CREDIT  SUISSE  FIRST  BOSTON 
ACTED  AS  SOLE  FINANCIAL  ADVISER 
TO  ABB  IN  THIS  TRANSACTION. 

OUR  EXPERTISE  IN  THE  AUTOMATION 
AND  CONTROL  SECTOR,  COMBINED 
WITH  OUR  GLOBALLY  DEDICATED  CLIENT 
SERVICE,  ENABLED  US  TO  COMPLETE 
THIS  CROSS-BORDER  ACQUISITION.  THIS 
TRANSACTION  WAS  THE  LARGEST  EVER 
IN  THE  AUTOMATON  INDUSTRY  AND 
ALLOWED  OUR  CLIENT  TO  ACHIEVE 
THEIR  STRATEGIC  GROWTH  OBJECTIVES. 

ABB  IS  A GLOBAL  ENGINEERING 
AND  TECHNOLOGY  COMPANY.  THE 
ACQUISITION  OF  ELSAG  BAILEY  HAS 
CREATED  THE  LARGEST  AUTOMATION 
COMPANY  IN  THE  WORLD. 
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Adidas  warns  after  decline  in  sales 

■S^MsSSS 

ing  sales  and  high  maitetlng 

aswaseBsaas: 

■'E-SIiih"  ^ cent since  NwSSn !*nd 

.the  shares  have  languished.  Page  22 

amfirms  siiipping  group  talks 

Vfeg,  the  German  industrial  conglomerate  has 
confirmed  it  is  in  talks  with  Kuhne  & NaaeJ 
about  the  possible  sale  of  its  30.3  per  rent 
stake  in  the  Swiss  shipping  group.  Page  21 

CNic  chief  fights  to  reduce  debt 

When  the  Hong  Kong 
stock  market  bubble 
burst  shares  in  Citic 
Pacific,  an  arm  of  Bei- 
jing's main  investment 
vehicle,  dropped  from 
HK$53  In  August  1997 
to  a current  HKS18.05. 
Reducing  debt  is  an 
obsession  for  Larry 
Yung,  Citic’s  head 
(left),  whose  deals  with 
. , „ _ w Hong  Kong  blue  chips. 

Including  Cathay  Pacific  and  CLP  Holdings, 
have  left  Grtfc  with  a heavy  debt  load.  Page  19 

LME  to  retain  ‘open  outcry  trading 

The  London  Metal  Exchange  is  to  retain  its 
“open  outcry"  ring-dealing  trading  system 
because  there  would  be  no  cost  advantage  in  it 
switching  to  automated  trading.  Page  32 

Mexico  fills  up  with  natural  gas 

Vehicles  in  Mexico  City  that  once  ran  on  gaso- 
line are  filling  up  at  the  world's  largest  natural 
gas  service  station.  Ecomex,  a consortium  ted 
by  Gaz  de  France  and  Hydro-Quebec,  intends 
to  create  a chain  offering  cleaner  fueL  Page  18 

liffe  hails  advent  of  electronic  trade 

The  London  International  Financial  Futures  and 
Options  Exchange  said  volume  on  the  first  day 
of  electronic  trading  in  five  and  10-year  UK  gov- 
ernment bond  {gift}  contracts  had  reached 
25,000  contracts  by  evening.  Page  30 

Hang  Seng  soars  on  Asian  recovery 

Since  a low  for  the  year  of  9,146  on  February 
10,  Hong  Kong’s  benchmark  Hang  Seng  index 
has  surged  to  11,744.74  on  the  back  of  bs&sf  in 
Asian  economic  recovery.  Page  42  ... 

Com  exchange  fills  tortilla  vacuum 

Mexico's  bom  exchange  is  the  first  attempt  to 
the  vacuum  left  since  the  government  liberal- 
ised the  tortilla  industry.  But  It  win  have  to  over- 
come the  mistrust  of  farmers  wary  after  years  of 
deaBng  with  corrupt  officials.  “Page  32 


Kvaemer  in 


Wide-ranging  restructure  proposals 
from  troubled  Ariglo-Norwegian 
group  will  seek  sell-off  of  12  yards 


to  quit  shipbuilding 


By  Valeria  SUM  In  Oslo 
and  Tim  Burt  In  Stockholm 

Kvaemer,  the  troubled  has 
drawn  up  plans  to  g*»Tj  its  ship- 
building’  activities  as  part  of  a 
wide-ranging  restructuring. 

The  prospective  disposal  of 
the  shipbuilding  division  - 
comprising  13  shipyards  1 n 
Europe,  North  America  and 
south-east  Asia  - could  signal 
the  break  up  of  . one  of  the 
world's  largest  commercial 
ship  manufacturers. 

Kjell  Almskog,  Kvaemer’s 
new  chief  executive,  is  expec- 
ted to  outline  the  sale  plan 
today  following  an  exhaustive 
review  of  the  group's  assets. 

The  move  follows  a study, 
which  was  carried  out  by  Mor- 
gan Stanley  Dean  Witter,  the 
US  investment  bank,  of  the 
trading  prospects  for  Kvaer- 
ner's  shipbuilding,  construc- 
tion, engineering  and  col  and 
gas  activities. 

Kvaemer  confirmed  yester- 
day that  the  announcement 
would  be  “fairly  radical’’  but 
declined  to  give  details. 

A valuation  of  NKrSbn- 
Nkr6bn  is  thought  to  have 
been  put  on  the  yards,  which 
include  the  loss-making  Go  van 


yard  In  Scotland  and  the  Masa 
yards  In  Finland  - one  of  the 
last  European  producers  of 
large  cruise  ships. 

It  Is  understood,  however, 
that  fiie  company  will  not  dis- 
cuss potential  job  losses 
among  the  division's  10,000 
employees  nor  disclose  - the 
extent  of  discussions  with  pro- 
spective buyers. 

Mr  Almskog,  who  took  over 
last  December,  has  set  a target 
of  cutting  overheads  by 
NKrSOO-NKraoQm  annually. 

The  possible  sale  of  the  divi- 
sion wfil  be  the  most  far-reach- 
ing proposal  of  the  restructur- 
ing, although  other  measures 
are  expected  in  loss-making 
divisions.  Kvaemer’s  ship- 
building, pulp  and  paper  and 
oil  and  gas  all  suffered  losses 
in  the  fourth  quarter  of  last 
year. 

The  shipbuilding  division 
contributed  16  per  cent  of 
Kvaemer’s  total  revenues  of 
NKr83bn  in  1998,  but  made 
profits  of  just  NKrtffiZm. 

The  market  has  been  expect- 
ing the  reorganisation  since 
Mr  Almskog  replaced  Eric 
Tonseth,  who  was  ousted  as 
the  company  struggled  to  get 
rid  of  debt  from  the  acquisition 


Determined  to  cot  overtweds:  KjsB  Almskog  became  Kvaemer’s  chief  executive  in  December  Jason  Orton 


of  Trafalgar  House  in  1996. 

Industry  analysts  said  it 
could  be  difficult  to  find  a 
buyer  to  swallow  the  entire 
entity,  pointing  instead  to  a 
possible  piecemeal  seU-ofi  and 
closure  programme. 

The  Go  van  yard,  which  has 
lost  money  almost  continu- 
ously since  Kvaemer  bought  it 
in  1987,  is  expected  to  be  a 


casualty  of  the  restructuring. 
It  has  850  direct  employees  and 
350  contract  employees. 

Of  the  company’s  other 
yards,  its  Kvaemer  Masa- 
Yards,  Kvaemer  Warnow 
Werft  and  Kvaemer  Flora  in 
Norway  have  an  acceptable 
workload  into  the  next  millen- 
nium. as  does  its  naval 
shipyard  in  Philadelphia. 


Kvaemer's  shipbuilding 
activities  were  adversely 
affected  last  year  by  loss- 
making contracts  and  costly 
arbitration  settlements. 

However,  the  company 
solved  some  of  its  problems 
last  month  by  concluding  a 
5350m  loan  from  four  banks  to 
build  two  ultra-large  cruise 
vessels. 


Telecom  Italia’s  ‘white  knight’  hopes  fade 


By  Vacant  Botand  and  Alan  Cane 
kr  London,  Tom  Borns  hi  Madrid 
and  Retard  Waters  In  Haw  York 

Hopes  that  Telecom  Italia 
would  attract  a “white  knight" 
to  fend  off  a €60.4bn  ($65J3bn) 
bid  hum  Olivetti  were  fading 
yesterday  as  potential  saviours 
distanced  themselves  from  a 
role  in  Europe's  biggest  take- 
over battle. 

lire  prospect  of  a coonterbid 
receded  after  British  Telecom- 
munications and  Spam's  Tele- 
fonica, two  of  the  most  promi- 
nent names  mentioned  as 
possible  partners  for  the  Ital- 
ian telecoms  giant,  ruled  them- 
selves out.  - - 

"We  axe  absolutely  not  inter 


Way  looks  clear  for  Olivetti  to  proceed  with  hostile  bid 


ested  in  a ‘white  knight’  role," 
a Telefonica  spokesman  said. 
"We  have  enough  business  to 
deal  with  as  it  is  and  don't 
need  any  more  for  the  pres- 
ent" Hie  Spanish  operator  is 
heavily  committed  in  Latin 
America,  though  the  setting 
up  of  a “Mediterranean  axis” 
by  aligning  the  interests  of  the 
two  carriers  is  understood  to 
have  been  raised  at  - board 
leveL 

BT  also  said  It  had  no  Inter- 
est In  bidding  for  Telecom 
Itaha,  despite  speculation  that 
Franco  Beraabe,  the  Italian 
group’s  chief  executive,  was  to 


be  in  London  tomorrow.  BT 
said  it  was  not  its  policy  to 
take  equity  stakes  in  incum- 
bent fixed-line  operators.  BT 
already  has  a fixed-line  tele- 
coms business  in  Italy  through 
its  Albacom  alliance  with  a 
group  of  Italian  corporate 
investors,  ft  has  also  bid  for  a 
fourth  mobOe  telecoms  licence. 

Deutsche  Telekom,  another 
possible  white  knight,  would 
not  comment  on  "market  spec- 
ulation”. SBC  Communications 
of  the  US  also  declined  to  com- 
ment but  is  not  believed  to  be 
considering  a rival  bid  for  the 
Italian  company. 


Telecom  Italia  was  review- 
ing plans  to  raise  a €20bn  syn- 
dicated loan  as  it  struggled  to 
get  its  strategy  back  on  track. 
It  suffered  a setback  at  the 
weekend  when  too  few  share- 
holders turned  up  for  meetings 
to  approve  defense  measures 
against  Olivetti. 

It  is  understood  that  a meet- 
ing of  arranging  banks  in  Lon- 
don today  will  not  now  go 
ahead.  Telecom  Italia’s  failure 
to  raise  a quorum  for  the 
shareholder  meetings  means  it 
has  no  authority  to  proceed 
with  a share  buyback  and  pur- 
chase of  an  outstanding  40  per 


cent  stake  in  Telecom  Italia 
Mobile,  for  which  the  cash  was 
earmarked. 

Telecom  Italia’s  share  price 
rose  about  5 per  emit  as  the 
way  appeared  open  for  Oli- 
vetti, a fifth  of  its  target's  size, 
to  proceed  with  its  bid.  Hie 
shares  closed  51  cents  higher 
at  €9.88.  hut  they  remain  well 
below  the  €11.50  valuation  put 
on  them  by  Olivetti's  mix  of 
cash,  debt  and  equity. 

Olivetti  is  awaiting  approval 
from  the  kalian  stock 
exchange  and  judicial  authori- 
ties after  shareholder  meetings 
last  week  gave  it  the  go-ahead 
to  launch  the  takeover  bid. 
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Korea  bank  loans  stall  Newbridge  deal 


By  John  Baton  In  Send 

Talks  on  the  acquisition  of 
troubled  Korea  First  Bank  by  a 
US  financial  consortium  led  by 
Newbridge  Capital  have 
reached  an  zmpasse  that  could 
threaten  the  landmark  deal. 
South  Korean  officials  said 
yesterday. 

The  collapse  of  the  sale 
would  represent  a setback  to 
the  government’s  efforts  to 
restructure  South  Korea's  ail- 
ing banking  sector  by  attract- 
ing foreign  capital 

Korea  First  is  one  -of  the 
nation's  weakest  banks,  whose 
sale  to  foreign  investors  was 
ordered  by  the  International 
Monetary  Fund  as  part  of  its 
$57bn  rescue  package  for 
South  Korea  in  late  1997. 

Last  December,  Newbridge 
agreed  to  buy  51  per  cent  of 
the  nationalised  Korea  First, 
but  negotiations  with  the  gov- 


ernment have  stalled  over  the 
amount  of  the  bank’s  bad 
loans. 

Newbridge,  an  investment 
firm,  estimates  Korea  First’s 
bad  debts  exceed  its  assets  by 
Won7,D00hn  (*5.7hnX  based  on 
US  accounting  standards, 
while  the  government  puts  the 
bank's  liabilities  at 
Won4,000bn  by  assessing  them 
at  book  value  rather  than  mar- 
ket value.  The  government  is 
responsible  for  assuming  all 
bad  loans  the  US  firm  finds 
after  doe  diligence. 

Officials  claim  acceptance  of 
the  Newbridge  estimate  would 
exhaust  the  Won8,000bn 
deposit  insurance  fund 
because  the  government  is 
also  required  to  shoulder 
Won4,000bn  in  bad  debts  of 
SeoulBank,  being  sold  to  HSBC 
Holdings, 

The  Financial  Supervisory 
Commission  recently  esti- 


mated that  it  might  need 
another  Wonl(W)00bn  in  addi- 
tion to  the  Won&LOQGbn  allo- 
cated to  restructure  the  finan- 
cial sector  because  of  costs  in 
saving  other  financial  institu- 
tions, including  life  insurance 
companies. 

Same  officials  said  the  gov- 
ernment should  try  to  find 
another  buyer  for  Korea  First. 

But  Sri-Ram  Aiyer,  the 
World  Bank  representative  In 
Seoul,  said:  "The  government 
shouldn’t  walk  away  from  the 
deal  since  it  has  signed  a mem- 
orandum of  understanding. 
Such  an  action  would  under- 
mine foreign  confidence.” 

Analysts  suggest  that  New- 
bridge underestimated  the 
problems  at  Korea  first  when 
it  signed  the  deal  since  the 
investment  firm  lacks  experi- 
ence in  Asian  banking.  “It 
looks  tike  they  got  In  over 
their  head  and  might  be 


looking  for  an  exit,”  said  one 
foreign  analyst 
In  spite  of  problems  over 
Korea  First,  Goldman  Sachs, 
the  US  investment  bank,  yes- 
terday confirmed  it  was  lead- 
ing a $50 0m  investment  to 
acquire  a 17  per  cent  stake  in 


Kookmin  Bank,  one  of  Korea’s 
largest  and  healthiest  banks. 

“This  is  our  largest  invest- 
ment in  Asia  and  one  of  our 
largest  in  the  world,"  said 
Henry  Cornell,  a Goldman 
Sachs  managing  director  who 
will  sit  on  the  Kookmin  board. 


Compaq 
suffers 
22%  fall 
on  profits 
warning 

By  Lotitea  Koboc  in  San  ftmchco 


Compaq  Computer  shares 
plunged  22  per  cent  in  heavy 
trading  early  yesterday  as 
investors  responded  to  the  per- 
sonal computer  company’s  sur- 
prise profit  warning: 

Compaq  was  trading  at  $24% 
in  mid-session,  down  $6ft 
from  Friday’s  dose  as  analysts 
reacted  to  the  profits  warning 
issued  late  on  Friday. 

Morgan  Stanley  Dean  Witter 
and  BancBoston  Robertson 
Stephens  lowered  their  invest- 
ment ratings  on  the  stock, 
while  Salomon  Smith  Barney 
cut  its  rating  and  slashed  its 
1999  profit  forecast  to  $1.14  a 
share  from  $143. 

However,  broader  stock  mar- 
ket reaction  was  muted  as 
investors  debated  whether 
Compaq  was  the  victim  of  mar- 
ket-wide pricing  and  demand 
trends,  or  had  foiled  to  keep 
pace  with  competitors. 

Shares  of  other  PC  manufac- 
turers were  off  by  about  2^5  per 
cent  in  mid-session.  Dell  was 
down  $2ft  at  $41%.  IBM 
dropped  $4V«  to  $182£.  Intel, 
the  leading  supplier  of  semi- 
conductor chips  to  the  PC 
industry,  fell  $3  ft  to  $61%. 
while  software  giant  Microsoft 
was  trading  at  $92 A.  off  Sift. 

The  Nasdaq  index,  heavily 
weighted  to  technology  stocks, 
was  up  12  points  at  2,605  after 
an  initial  fan  of  67  points. 

Compaq  insisted  it  had  faced 
intense  pricing  pressures 
throughout  the  quarter  in  the 
North  American  and  European 
markets  for  business  PCs. 

There  is  a lot  of  data  to 
suggest  that  pricing  pressures 
are  an  industry-wide  problem," 
Eckhard  Pfeiffer,  Compaq  chief 
executive,  said  yesterday.  A 
rapid  decline  in  the  average 
selling  price  of  PCs  was 
squeezing  profit  margins,  Com- 
paq said.  But  some  analysts 
blamed  Compaq  itself  for  the 
earnings  shortfall  Last  week 
Dell  Computer,  the  leading 
direct  seller  of  PCs,  said 
demand  was  healthy. 

Compaq  faces  several  unique 
challenges.  It  is  in  the  midst  of 
absorbing  Digital  Equipment, 
which  it  acquired  last  year, 
and  the  profit  shortfall 
suggested  that  sales  of  Digi- 
tal’s large  scale  computers, 
which  carry  much  higher 
profit  margins,  were  declining, 
analysts  said. 
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Ford  makes  $1.6bn  agreed 
takeover  bid  for  Kwik-Fit 
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Ford  Motor  yesterday 
launched  a £lbn  ($l-6bn) 
agreed  cash  takeover  bid  for 
Kwik-Fit,  the  tyre  and  exhaust 
business,  as  part  of  the  US  car. 
and  truck  maker's  ambition  to 
become  a global  leader  in  auto-' 
motive  services  as  wen  as 
vehicles. 

The  strategy  sets  Ford  apart 
from  most  of  its  -main- rivals, 
which  have  been,  hiving  off 
parts- and  other  related  busi- 
nesses to  concentrate  on 
vehicle  devdopmeni  aadpro- 
dUCtiOn. 

“The  acquisition  of  Kvnk-Fit 
is  an  important  step  towards 
Ford's  goal  to  become  , the 
world's  leading  consumer  com- 
pany that  provides  automotive 
products  and  services,’"  said 
Jacques  Nasser,  Ford's -chief 
executive  and  chairman.  - 

Sir  Tom  Fanner,  the  execn- 
tjve  chairman  who  founded 
the  Scotland-based  Kwik-Fit, 
stands  to  make  more  .than 
£78m  from  his  shareholding  in 
the  group,  which  is  Europe's 


largest  independent  fast-fit 
repair  chain.  He  will  stay  on  in 
charge  of  the  group,  whkh  will 
operate  as  a division  of  Ford, 
andwfllstep  up  its  European 
prpanKirm  plans  and  consider 
moving  into  Asia  and  Latin 
America. 

Ford,  which  last  year  made 
its  first  move  into  UK  car 
retailing  via  a joint  venture 
with  Jartkne  Motel's,  plans  to 
tap  all  sectors  of  the  vehicle 
after-sales  market,  including 
servicing  and  insurance. 

Ford's  offer  of  56Qp  a share 
represents  a premium  of  XL9 
per  cent  over  Kwik-FiFs  clos- 
ing share  price  on  Friday. 
Shares  in  Kwik-Fit  yesterday 
jumped  Uflfcp  - or  more  than 
28  per  cent  - to  54lp. 

Sir  Tom,  58.  started  the 
Kwik-Fit  business  in  1971,  15 
years  after  leaving  school  at 
the.  age  of  Mto  work  as  a store 
boy  in  a tyre  business.  Tester- 
day  he  said  hemming  part  of 
Ford  would  allow  him  to  grow 
the  business  in  - continental 
Europe  for  more  quickly. 

“This  gives  us  bigger  finan- 
cial muscle  and  etyflupfl  us  to 


!! 


be  part  of  Ford  and  enjoy  all  of 
its  resources,"  he  said. 

Apart  from  its  UK  exhausts, 

tyres  and  breaks  operations, 
Kwik-Fit  boasts  an  insurance 
sales  business  started  in  1995 
and  a growing  European  busi- 
ness after  a £i05m  French 
acquisition  last  year. 

Ian  McAllister,  chairman  of 
Ford  of  Britain,  said  the  acqui- 
sition would  give  Ford  access 
to  a large  market  from  which 
it  had  been  largely  excluded. 
The  fast-fit  replacement  parts 
and  servicing  industry  caters 
mainly  for  cars  that  are  more 
than  five-years-old  and  takes 
in  non- Bard  models.  Some  80 
per  cent  of  Kwik-FIfs  custom- 
ers are  estimated  to  be  owners 
of  cars  other  than  Ford. 

Mr  McAllister  said  the  con- 
tinuation of  Kwik-Fit’s  expan- 
sion in  Europe  would  be  fol- 
lowed by  moves  into  the 
emerging  markets. 

Ford  was  advised  by  Gold- 
man Sachs.  Kwik-Fit  was 
advised  by  HSBC  Investment 
Bank, 

Lex,  Pa Q8  16 
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Bodegas  Unldas 

Marques  de  Grifidn  • Berberana  ■ Marques  de  Monistrol 

Lagunflla  ■ Bodegas  HIspano-Argentinas 


Leading  Independent  Spanish  producer  of  fine  wines 

€109  million  (Pts  18  billion) 

Buy-Out  of 

Arco  Bodegas  Unidas 


Transaction  co-led  by 

NatWest  Equity  Partners 


KiiW,gft^NrtnmLl«nfa^»»yutW«dbyBaiO 


NatWest  Equity  Partners 


. . 


18 


FINANCIAL  TIMES  TUESDAY  APRIL  13  1999. 


COMPANIES  & FINANCE:  THE  AMERICAS 


LIFE  INSURANCE  CANADIAN  GROUP  ESTIMATES  PLANNED  IPO  WOULD  BE  PRICED  HIGHER  THAN  US  RIVALS 


Mutual  sees  market  value  up  to  C$2.9bn  jto  net  $206m 

m Tiimritfl  tnsifsnrtnn  nian  nn  June  IQ.  diet  four  months  in  as  public! v traded  entities  These  restrictions  will  be  rralia.  South  Africa  and  the  , - - - 


By  Edward  AWeo  in  Toronto 

Mutual  Life,  the  first 
Canadian  life  insurance  com- 
pany to  announce  plans  to 
demutualise,  said  yesterday 
its  estimated  initial  market 
value  would  be  CSl.Sbn- 
C$2.9bn  (USSl.2bn-USSl.9bn). 

The  estimate,  based  on 
market  conditions  as  of 
March  15.  prices  Mutual  Life 
at  between  0.85  and  1.3  times 
book  value,  less  than  many 
analysts  had  predicted  but 
more  than  the  initial  public 
offerings  by  US  life  insur- 
ance companies. 

Mutual  Life's  900.000 
policyholders,  mostly  in  Can- 
ada. will  vote  on  the  demu- 


tualisation plan  on  June  10. 
and  choose  whether  to 
receive  cash  or  shares  in  the 
new  company,  to  be  known 
as  Clarica  Life  Insurance. 

If  the  proposal  was  sup- 
ported by  two-thirds  of 
policyholders,  said  Robert 
Astley,  president  and  chief 
executive,  the  company 
anticipated  a roadshow  in 
June  to  meet  North  Ameri- 
can and  perhaps  some  Euro- 
pean investors,  followed  by 
an  IPO  io  July  if  market  con- 
ditions were  favourable. 

"The  size  of  the  range  is 
partly  to  indicate  there  is  a 
good  deal  of  un certain ty 
about  this."  he  said  in  an 
interview.  “One  cannot  pre- 


dict four  months  in 

advance." 

The  IPO  is  being  under- 
written by  Goldman  Sachs 
and  Nesbitt  Bums,  the  Cana- 
dian brokerage.  Shares  will 
be  traded  on  the  Toronto 
and  Montreal  stock 
exchanges. 

Mutual  Life  Is  Canada's 
fourth  largest  mutually  held 
life  insurance  company  by 
assets,  just  over  half  the  size 
of  Sun  Life  Assurance  of 
Canada,  the  largest.  Manu- 
facturers Life  and  Canada 
Life  are  also  planning  to 
demutualise.  All  four  expect 
to  complete  the  process  this 
year. 

The  companies  hope  that 


as  publicly  traded  entities 
they  will  be  freer  to  make 
new  acquisitions  and  to 
enter  into  partnerships  and 
alliances.  But  they  will  also 
be  more  vulnerable  to  acqui- 
sition by  Canadian  banks  or 
foreign  financial  services 
companies. 

Mutual  Life  and  Canada 
Life,  as  the  two  smallest,  are 
thought  to  be  particularly 
vulnerable.  The  Canadian 
government  has  said  no 
mergers  involving  the  com- 
panies will  be  allowed  for 
tbe  first  two  years  after 
demutualisation,  and  no 
individual  shareholder  will 
be  allowed  to  own  more  than 
10  per  cent  in  any  company. 


Tht*v  restrictions  will  be 
reviewed  after  uvo  years. 

The  Canadian  life  insur- 
ance companies  are  gener- 
ally seen  as  stronger  than 
their  I'S  counterparts,  and 
had  been  expected  to  be 
priced  as  high  as  1.5-2  times 
book  value.  The  largest 
Canadian  life  insurance  com- 
pany. Great -West  Life,  is 
publicly  traded  at  3.3  times 
book.  Mutual  of  New  York, 
the  mb  largest  US  mutual 
life  company,  went  public 
Iasi  November  at  just  70  per 
cent  of  book  value. 

But  Mutual's  offering  is 
expected  to  be  priced  at  a 
range  more  in  line  with  ini- 
tial public  offerings  in  Aus- 


tralia. South  Africa  and  the 
UK.  where  the  derautuaBsa- 
tion.  process  is  more 
advanced. 

Mutual  Life  faced  signifi- 
cant challenges  in  respond- 
ing to  the  new  market  envi- 
ronment. said  Manfred 
NowickL  vice-president  with 
AM  Best,  the  US  insurance 
ratings  agency. 

“Their  return  on  equity  of 
just  over  10  per  cent  is  sig- 
nificantly less  than  their 
publicly  traded  competitors, 
and  the  company's  business 
is  concentrated  in  the 
mature  Canadian  market," 
he  said.  “Its  US  growth  has 
also  been  slower  than  antici- 
pated.’ 


from 


The  greening  of  Mexico  City  yg:'ecom 

Andrea  Mandel-Campbell  looks  at  a move  to  promote  cleaner  fuel 


Narciso  Gomez  Vasquez 
was  driving  his  usual 
route  from  downtown 
Mexico  City  to  the  industrial 
suburbs  in  tbe  north  when 
something  caught  his  eye; 
an  offer  for  free  financing  to 
convert  the  city  bus  he  owns 
from  gasoline  to  natural  gas. 

He  estimates  he  saves  SIS 
a day  in  fuel  since  becoming 
one  of  50  bus  drivers  and  200 
police  patrol  cars  now  filling 
up  at  the  world's  largest  nat- 
ural gas  service  station  just 
north  of  the  Mexican  capital. 

Built  by  Combustibles 
Ecologicos  Mexieanos 
(Ecomexi,  a consortium  led 
by  Gaz  de  Prance  and  Cana- 
da's Hydro-Quebec,  the  sta- 
tion is  tbe  first  of  what  is 
expected  to  be  an  extensive 
chain  offering  cleaner  and 
cheaper  fuel  for  public  ser- 
vice vehicles. 

The  tft’o  state-owned 
energy  companies,  together 
with  Pan  American  Enter- 
prises, their  Mexican  part- 
ner. plan  to  invest  S23m  this 
year,  half  in  vehicle  financ- 
ing. and  half  to  open  five 
additional  stations. 

By  2003,  Ecomex  aims  to 


triple  the  number  of  stations 
in  and  around  the  city,  home 
to  one-quarter  of  Mexico’s 
100m  inhabitants,  says 
Javier  Garcia  Herrera. 
Ecomex  general  director. 

“We  asked  ourselves  bow 
could  we  make  these  sta- 
tions take  off  and  the  answer 
was  by  creating  our  own 
market  through  public  trans- 
port. The  amount  of  fuel 
they  use  is  key." 

Ecomex  is  the  first  to  open 
service  stations  since 
Mexico's  state-run  energy 
monopoly.  Pemex.  opened  up 
the  natural  gas  sector  to  pri- 
vate investment  in  1996. 
Since  then,  natural  gas  dis- 
tribution networks  have 
been  tendered  out  around 
the  country,  including 
Mexico  City  and  the  state  of 
Mexico,  which  was  also  won 
by  a consortium  in  which 
Gaz  de  France  had  a 26  per 
cent  stake. 

In  the  city  and  surround- 
ing state,  the  winning  con- 
sortia have  pledged  to  invest 
SI  bn  over  the  next  five  years 
to  triple  the  number  of 
industries  and  private  homes 
using  the  fuel. 


Sergio  Zirath,  director  of 
research  and  environmental 
projects  for  the  Mexico  City 
government,  says  the  expan- 
ded pipeline  network  will 
eventually  supply  Ecomex 
and  what  is  hoped  will  be  a 
host  of  similar  projects  being 
studied  by  US  developer, 
Trillium,  as  well  as  a num- 
ber of  Argentine  firms  such 
as  Galileo  and  energy  giant 
YPF. 

Mexico  is  hoping  to  imi- 
tate Argentina,  world  leader 
with  600,000  cars  operating 
on  natural  gas.  Also  like 
Argentina,  Mexico  has  large 
natural  gas  reserves  and  by 
promoting  its  use  hopes  to 
wean  itself  off  gasoline 
imports,  which  cost  Pemex 
Si  .5 bn  last  year. 

But  while  it  may  take  a 
while  to  trickle  down  to  the 
trade  balance,  government 
officials  say  the  move  will 
have  an  Immediate  impact 
on  Mexico  City's  stifling  pol- 
lution. Vehicle  emissions  are 
responsible  for  75  per  cent  of 
the  city's  soup-like  atmo- 
sphere and  contribute  to 
more  than  half  of  the  Han, 
gerously  high  ozone  levels. 
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The  goal  is  to  convert  up  lo  300.CW)  taxis  buses,  and  delivery  trucks  to  nafwal  gas  in  the  next  fee  years 


which  surpass  air  quality 
norms  for  most  of  the  year. 

To  combat  the  problem, 
cars  without  catalytic  con- 
verters - some  60  per  cent  of 
those  on  the  road  - are  pro- 
hibited from  circulating  one 
day  of  the  week  while  a full 
20  per  cent  of  industrial 
fleets  are  permanently 
parked. 

The  goal  however,  is  to 
convert  200.000-300,000  taxis, 
buses,  delivery  trucks  and 
other  vehicles  of  intensive 
use  to  natural  gas  in  the 
next  five  years,  thereby  cut- 


ting pollution  levels  by  15-20 
per  cent,  says  Mr  Zirath. 

To  do  that  the  city  is 
investing  S46m  this  year  to 
buy  50 0 natural  gas  garbage 
trucks  and  600  police  patrol 
and  utility  vehicles. 

In  a second  phase  the  gov- 
ernment is  negotiating  a 
S20m  loan  from  the  World 
Bank  to  buy  250  buses  and  is 
also  in  talks  with  the  French 
government  for  a donation 
that  will  allow  for  the  con- 
version of  1,000  more. 

For  the  government,  effort 


remains  targeted  at  pnblic 
transport  due  to  the  high 
cost  of  conversion,  but  for 
Ecomex  it  is  only  a matter  of 
time  before  private  car  own- 
ers switch  to  natural  gas. 

"The  infrastructure  will 
start  to  create  local  markets, 
drawing  in  fleets  like  Coca- 
Cola  as  well  as  vehicles  from 
neighbouring  areas,"  says 
Ecomex’s  Mr  Garcia  Herrera. 
“When  there  are  15  or  20  sta- 
tions up  and  running,  pri- 
vate users  will  believe  there 
is  enough  infrastructure  for 
them  to  convert  as  well." 


By  Tracy  Corrigan  in  Hew  York 

Goldman  Sachs  chief 
executive  officer  Bank  Paul- 
son will  be  one  of  the  biggest 
beneficiaries  of  the  - Wall 
Street  investment  bank’s 
ftarimnn  to  become  a public 
company,  owning  shares  val- 
ued at  *206j6m,  following  the 
initial  public  offering  in 
early  May. 

According  to  the  final  pro- 
spectus for  the  offering  pub- 
lished yesterday,  Mr  Paulson 
will  own  4.1m  shares,  less 
than  one  per  cent  of  the 
total 

As  expected,  the  prospec- 
tus set  a new  pricing  range 
of  S45-355  following  a recent 
surge  in  financial  stocks. 
Asstuning  that  the  shares 
are  priced  at  tbe  middle  of 
that  range,  John  Thain  ami 
John  Thornton,  co-chief 
operating  officers,  will  own 
shares  worth  $lS5m  and 
Sl51m  each. 

Two  other  senior  officers, 
Robert  Hurst  and  David 
Viniar,  chief  financial  offi- 
cer, will  net  $l92xn  and  $85m 
respectively. 

Former  senior  partner 
John  Weinberg,  will  net 
yg*m  because  he  is  a limited 
partner.  Mr  Weinberg  will 
have  a seat  on  tbe  board  as 
will  two  external  directors. 
Sir  John  Browne  of  BP 
Amoco  and  James  Johnson, 
former  head  of  Fannie  Mae. 

Jon  Confine,  the  firm’s  co- 
chairman,  who  was  ousted 
as  cochief  executive  officer 


earUer  this  year,  is  not  listed 
in  the  prospectus  because  Tie 
will  leave  the  firm  just 
before  the  IPO.  He  to  expoc-  ■ 
ted  to  net  around  $2QQm. 

The  distribution -of  shares  ', 
to  partners  is  based,  dm  the  1 
size  of  stakes  in  the  partner 
ship,  while  for  other  Gold-.  j 
staff,  it  is  calculated  1 
according  to  a formula  based 
on  compensation  and  length 
of  service,  but  hKdudes  a dfs-  _ 
credonary  element. 

. Goldman  also  said  that  its 
pro-forma  net  earnings  for 
the  first  quarter  were  *52Dm. 
after  a $36lm  tax  payment, 
Goldman  had  reported  pre- 
tax earnings  of  $1.19bn 
before  payments  to  partners.  . 

Goldman  also  disclosed  in 
its  prospectus  that  it  his  set 
up  an  online  trading  busi- 
ness called  GS- Online,  which 
will  underwrite,  securities, 
offerings  on  the  internet.  . 

GS-Onllne  will  deal  Ini- 
tially only  with  other  under- 
writers and  not  with  mem- 
bers of  the  public,  according 
to  the  prospectus,  but  Gold- 
man officials  have,  previ-  •; 
ously  said  that  they  are 
reviewing  internet  strategies.  . 
which  could  involve  retail  , 
investors.  Goldman  has  { ‘ 
already  invested  in  trading 
systems  including  Archipe- 
ligo,  Optimark  and  most  St 
recently  Wit  Capital,,  an  ^ 
internet  investment  bank  in 
which  Goldman  now  owns  22. 
per  cent 
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Blackstone  Contrasting 
joins  steel  fortunes  for 
venture  newspapers 

By  Nikki  Tait  in  Chicago  By  Richard  Waters  fa  New  forte 
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If  you  need  to  know  what’s  moving 
UK,  European  and  Asian  markets, 
you  need  AFX  NEWS,  the  real-time 
English  language  newswires  that  give 
the  latest  international  financial  and 
corporate  news.  With  the  resources  of 
owners  and  partners,  FINANCIAL 
TIMES  INFORMATION  and 
Agence  France- Presse  to  draw  on, 
you  know  AFX  NEWS  will  always  be 
relevant,  reliable  and  right  And  it’s 
available  to  you  on-line  through  all 
major  market  data  platforms. 


deliverable  across  your  intranet, 
extranet  or  other  network  to  your 
PC,  NC  or  workstation  through 
Windows,  browsers  and  proprietary 
applications.  AFX  NEWS  has 
reporters  across  Europe  and  Asia 
and  in  other  key  markets  feeding  over 
1500  news  stories  a day  direct  to  your 
system.  So,  for  independent  and 
succinct  reporting  on  economic, 
corporate  and  market  news,  contact 
AFX  NEWS  direct  or  your  local 
vendor  today. 


By  CMstopber  Parties 
in  Los  Angeles 

CBS  continued  its  rapid-fire 
expansion  drive  yesterday 
with  three  deals  worth 
almost  SSOOm  which  will 
extend  its  interests  in  inter- 
net retailing  and  entertain- 
ment and  add  a further  big- 
city  television  station  to  its 
collection. 

Gaylord  Entertainment  is 
to  receive  *485m  in  CBS 
shares  in  return  for  its  Dal- 
las station.  KTVT-TV.  In 
return  for  $100m  of  promo- 
tion on  its  TV,  radio,  and 
billboard  assets,  the  group 
will  also  buy  a 50  per  cent 
stake  In  closely-held  Store- 
runner,  com. 

Storerunner  is  an  online 
shopping  mall  with  plans  to 
expand  in  local  e-commerce, 
with  a system  featuring 
smaller  retailers,  which  have 
not  so  far  figured  large  in 
the  evolution  of  internet 
business. 

With  a similar  $l00m 
promo tion-for-equity  trans- 
action, CBS  will  take  a 35 
per  cent  share  in  Holly- 
wood.com  in  a joint  venture 
with  Big  Entertainment, 
which  is  buying  the  film  and 
entertainment  news  and 
information  provider  from 
Times  Mirror,  publisher  of 
tbe  Los  Angeles  Times. 

While  the  Dallas  acquisi- 
tion, which  gives  stations 


owned  by  CBS  coverage  of 
34  per  cent  of  the  US  TV 
audience  - one  percentage 
point  less  than  the  maxi- 
mum allowed  - Mel  Karma- 
zin. chief  executive,  said  the 
group  was  “only  at  the 
beginning"  of  its  internet 
strategy’. 

The  aim  was  for  CBS  to  be 
as  strong  in  online  media  as 
it  was  in  television,  radio 
and  outdoor  billboard  adver- 
tising. where  it  ranks  among 
the  market  leaders. 

CBS  already  has  minority 
stakes  in  the  Sports  Line  and 
CBS  MarketWatch  internet 
ventures. 

Mr  Karmazin,  who 
recently  told  investors  he 
was  considering  bundling  its 
"new  media"  interests  into  a 
separate  company  and  spin- 
ning it  off.  said  they 
were  now  worth  more  than 
S500m. 

Earlier  this  month  the 
company  agreed  to  pay 
22.5bn  for  King  World  Pro- 
ductions, which  distributes 
some  of  the  most  popular 
game  and  talk  shows  on  US 
and  international  television, 
including  Wheel  of  Fortune 
and  The  Oprah  Winfrey 
Show. 

Mr  Karmazin  has  also 
expressed  interest  in  buying 
rival  NBC,  the  leading 
broadcast  network,  although 
regulations  prevent  the  own- 
ership of  more  than  one. 


Farther  rationalisation 
loomed  in  the  US  steel  indus- 
try as  US  Steel  and  Japan’s 
Kobe  Steel  said  yesterday 
they  would  pool  joint  ven- 
ture steelmaking  and  bar- 
producing  interests  with 
those  of  Blackstone  Part- 
ners, the  New  York-based 
investment  firm. 

The  combined  operations 
will  be  owned  30  per  cent  by 
US  Steel/Kobe  and  70  per 
cent  by  Blackstone  or  inter- 
ests associated  with  it 

The  US  Steel/Kobe  joint 
venture  dates  back  a decade, 
and  consists  of  tbe  Lorain, 
Ohio,  steel  operations.  These 
encompass  raw  steel-mak- 
ing, plus  bar  and  tubular 
products,  and  have  been 
operating  in  the  red. 

The  tubular  products  busi- 
ness will  be  excluded  from 
the  sale,  but  the  bar  capacity 
is  put  at  about  im  tons  and 
the  raw  steelmaking  capac- 
ity at  about  2.6m  tons.  In 
total  the  businesses  employ 
about  2,700  people. 

The  Blackstone  interests 
include  Republic  Engineered 
Steels  and  and  Bar  Technolo- 
gies. formed  from  tbe  former 
bar,  rod  and  wire  interests  of 
Bethlehem  Steel 

US  Steel  said  yesterday 
the  rationale  for  the  deal  - 
which  it  claimed  bad  been 
proposed  by  Blackstone  - 
was  “to  improve  profitabil- 
ity". It  declined  to  say  what 
form  any  rationalisation 
might  take,  but  other 
sources  suggested  the  part- 
ners would  be  looking  for  a 
substantial  restructuring  of 
the  combined  interests. 

Tbe  deal  is  conditional  on 
various  approvals,  the  refi- 
nancing of  debt  arrange- 
ments and  a new  labour 
agreement  with  the  United 
Steelworkers  union.  The 
companies  said  they  did  not 
expect  it  to  close  before  late 
summer 


The  fortunes  of  the  two 
largest  circulation  US  news- 
papers, the  Wall  Street  Jour- 
nal and  USA  Today, 
diverged  markedly  in  the 
first  three  months  of  this 
year,  according  to  earnings 
released  by  their  parent 
companies  yesterday. 

However,  with  the  help  in 
part  of  share  buy-tacks,  both 
Dow  Jones  and  Gannett 
reported  double-digit 
increases  in  underlying  earn- 
ings per  share  for  the  period. 

The  Wall  Street  Journal’s 
advertising  volumes  edged 
ahead  by  only  Z.4  per  cent 
during  the  period,  even  after 
a rebound  in  March  that  raw 
lineage  up  11.8  per  cent  com- 
pared with  a year  before. 

The  paper  was  hit  by  a 
slide  in  financial  advertising: 
together  with  weaker  sales 
in  Asia,  that  left  operating 
profits  in  Dow  Jones’s  core 
print  publishing  division 
1.4  per  cent  lower  than  a 
year  before,  at  $52£m. 

USA  Today,  meanwhile, 
continued  to  benefit  from 
the  strong  growth  in  US  con- 
sumer spending.  Its  advertis- 
ing revenues  jumped  16  per 
cent  from  a year  before  as 
the  number  of  paid  advertis- 
ing pages  in  the  newspaper 
rose  11  per  cent.  Gannett,  its 
parent,  reported  an  overall 
increase  of  10  per  cent  in 
operating  profits  from  its 
newspaper  operations  in  the 
Quarter,  to  6248m. 

The  outlook  for  Gannett’ s 
earnings  for  the  rest  of  this 
year  remained  good,  with 
the  outlook  for  consumer 
spending  strong  and  the 
prospect  of  a decline  in 
newsprint  prices,  said  James 
Marsh,  newspaper  industry 
analyst  at  Prudential  Securi- 
ties. Despite  this,  tbe  stocks 
of  Gannett  and  other  US 
newspaper  groups  remain 
nearly  20  per  cent  below 
their  peaks  of  last  summer. 
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AIRLINES  BRAZILIAN  CARRIER  ENLISTS  HELP  OF  BANKERS  TRUST  TO  STAVE  OFF  COLLAPSE 

Varig  set  to  renegotiate  debts 
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By  John  Barham  in  Sac  Paulo 

Varig,  the  troubled  Brazilian 
airline  and  Star  Alliance 
member,  has  hired  Bankers 
Trust  to  help  it  renegotiate 
Sl-Sbn  in  debts  owed  to 
banks,  leasing  companies 
and  suppliers  as  part  of  a 
plan  to  stave  off  collapse. 

The  plan  was  agreed  with 
sba reholders  at  the  week- 
end. It  includes  cuts  in 
routes  and  job  reductions 
and  the  return  of  12  aircraft 
to  manufacturers  as  well  as 
improved  terms  from  credi- 
tors. 

However,  bankers  and  a 
representative  of  Varig’s 
creditors  said  the  strategy 
was  inadequate  and  warned 
that  debt  restructuring 
would  yield  scant  benefits. 

It  was  not  clear  whether 
Bankers  Trust,  now  owned 


by  Deutsche  Bank,  would 
operate  in  tandem  with  an 
existing  team  from  Warburg 
Dillon  Read,  the  Swiss- 
owned  investment  bank, 
that  Varig  retained  to  plan  a 
broad  restructuring. 

One  executive  said  Varig 
was  likely  to  find  it  much 
harder  to  negotiate  with 
creditors  now  than  five 
years  earlier  during  a previ- 
ous debt  crisis.  This  is 
because  creditors  now  have 
significant  amounts  of  collat- 
eral backing  their  loans  or 
receivables. 

If  one  of  them  were  to 
declare  Varig  to  be  in 
default,  this  could  trigger 
cross-default  clauses. 

A fierce  price  war  and  Jan- 
uary’s 40  per  cent  devalua- 
tion of  the  Real  worsened 
the  privately  owned  flag  car- 
rier’s already  delicate 


finances.  It  has  not  yet 
reported  its  1998  results. 

A shill  in  the  structure  of 
the  airline  market  has  wors- 
ened the  outlook  for  Brazil’s 
airlines.  One  US  banker  «aid- 
“When  you  open  borders  [to 
competition]  how  can 
smaller  less  capitalised  Bra- 
zilian carriers  compete  when 
there  is  excess  capacity?” 

Fernando  Pinto,  Varig 
president,  said  the  group 
could  try  to  raise  more 
equity  from  a new  partner 
once  the  plan  was  in  place. 
However,  bankers  doubt 
Varig  would  be  able  to 
attract  the  $lbn  in  capital  it 
needs  from  private  investors 
or  other  airlines. 

One  banker  said:  “Their 
only  hope  Is  a bail-out  from 
the  federal  government" 

Internal  divisions  have 
accelerated  the  decline  in 


Vang’s  fortunes.  The  airline 
i*  87  per  cent  owned  by  a 
foundation  controlled  by 
employees,  which  has 
resisted  a more  aggressive 
restructuring  demanded  by 
creditors. 

Outside  directors 
appointed  by  creditors 
attempted  to  oust  Mr  Pinto 
in  February.  He  called  a 
shareholders’  meeting  last 
month  and  forced  the  board 
to  resign  instead. 

Nelson  Bastos.  one  of  the 
creditors’  representatives  on 
the  former  board  and  Its 
unanimous  choice  as  Mr  Pin- 
to’s replacement  said  Varig 
“needs  a cost-cutter  who  is 
not  limited  by  the  founda- 
tion. Renegotiating  with 
creditors  requires  a credible 
internal  reform  [to  be  car- 
ried out)  by  someone  with 
credibility.” 
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Creditors  stall 
Indofood  sale 


gf  lyfea  UM.  m Ham  fang 
Thowws  » Jakata 

The  planned  US$570m 
acquistaon  of  a 60  per  cent 
in  Indofood  Sukses 
J^hmur,  Indonesia’s  biggest 
food  produce  has  been  stal- 
led  by  its  inability  to  obtain 
au  the  necessary  approvals. 

indofood  secured  share- 
holders' approval  for  the  sale 
to  First  Pacific  of  Hang  Kong 
and  Nissin,  a Japanese  food 
maker,  but  had  not  received 
the  necessary  backing  from 
its  creditors,  to  whom  Indo- 
food owes  more  than  US$1  bn 
in  debts. 

The  deal,  announced  in 
December,  marked  a break- 
through for  the  indebted 
Salim  Group,  which  controls 
Indofood,  and  for  Indonesia, 
which  has  attracted  little  of 
the  foreign  investment  mak- 
ing its  way  back  into  Asia. 
Salim  also  controls  First 
Pacific. 

Yesterday.  First  Pacific 
told  the  Hong  Kong  stock 
exchange  that  several  condi- 
tions of  the  deal  - including 
obtaining  third  party  con- 
sents - remained  unfulfilled 


and  warned  this  might 
remain  the  case. 

At  this  time  there  can  be 
no  assurance  that  these 
issues  will  ultimately  be 
resolved  to  the  parties*  satis- 
faction. if  these  issues  are 
not  resolved,  the  parties  to 
the  stock  purchase  agree- 
ment may  either  waive  the 
relevant  conditions  or  termi- 
nate the  agreement,”  it  said. 

Indofood  shares  yesterday 
fell  Rp500,  or  almost  8 per 
cent,  to  Rp5300  on  the  Jak- 
arta stock  exchange. 

The  delay  is  the  second 
setback  this  month  for 
Salim’s  efforts  to  pay  several 
billion  dollars  in  offshore 
debt,  as  well  as  Rp32.000bn 
fUS$3.66bn)  owed  to  the 
Indonesian  government 

Last  week  Salim 
announced  that  the  sale  of 
23  per  cent  of  its  United 
Industrial  Corp  property 
subsidiary  in  Singapore,  to 
Hong  Kong’s  HKR  Interna- 
tional. had  collapsed.  This 
was  because  United  Indus- 
trial bad  failed  to  meet  a 
guarantee  that  its  profits  for 
1998  would  not  fall  by  more 
than  35  per  cent. 


Mirvac  to  create 
property  giant 


By  RussaH  Baker  in  Sydney 

Mirvac,  an  Australian 
property  group,  is  to  merge 
with  two  property  trusts, 
Mirvac  Property  Trust 
(MPT),  and  Capital  Property 
Trust,  to  create  one  of  the 
country’s  largest  listed  prop- 
erty organisations. 

The  merger  will  form  the 
Mirvac  Group  which  will 
have  assets  of  more  than 
A$2bn  ($l.26bn)  and  a mar- 
ket capitalisation  of  about 
ASlJttm. 

As  part  of  the  deal,  which 
has  the  support  of  all 
three  boards.  Mirvac  Group 
also  intends  to  raise 
AJlOOm  in  new  equity  by 
restructuring  variable  indeed 
options  previously  issued  by 
Mirvac. 

The  merger  will  be 


effected  by  stapling  Mirvac 
shares  to  units  in  MPT  and 
Capital  to  form  stapled  secu- 
rities in  Mirvac  Gfroup.  Mir- 
vac shareholders  would 
receive  0.7336  Mirvac  Group 
stapled  securities  for  each 
Mirvac  share,  or  a cash  alter- 
native. 

The  merged  group  is  fore- 
cast to  achieve  a net  profit  of 
A$l3&9m  in  the  year  to  June 
30  2000.  The  merger  is  sub- 
ject to  shareholder,  uni- 
tholder, court  and  regulatory 
approval  and  is  expected  to 
be  completed  by  the  end  of 
June. 

Mirvac  Group  will  be  the 
third  largest  entity  in  the 
Australian  Stock  Exchange's 
Property  Trust  index  as  well 
as  being  one  of  the  60  largest 
in  the  benchmark  AD  Ordi- 
naries index. 


NEWS  DIGEST 


SOUTH  KOREA 


Merchant  banks  meet 
capital  adequacy  ratios 

South  Korea’s  11  merchant  banks,  which  spectaBse  in 
short-term  corporate  lending,  have  achieved  an  average 
capital  adequacy  ratio  of  10.24  per  cent,  which  makes  it 
unlikely  that  any  more  will  have  to  dose,  the  Fmandaf 
Supervisory  Corhmission  said  yesterday. ' 

Merchant  banks  have  been  blamed  for  helping  cause  • 
Korea’s  financial  crisis  in  1997  by  borrowing  short-term 
funds  abroad  that  they  were  unable  to  repay.  The  govern- 
ment has  shut  79  of  30  merchant  banks,  IncbxSng  Daehan 
Investment  Banking,  whose  operations  were  suspended 
last  week.  Under  Its  agreement  with  the  International  Mon- 
etary Fund,  the  government  promised  to  take  “prompt  and 
corrective  action"  against  merchant  banks  whose  capital 
adequacy  ratio  fell  below  6 per  cent. 

The  merchant  bank  sector  posted  a combined  loss  of 
Won402txi  ($328.6mj  last  year,  down  from  Woo599bn  In 
1997.  Only  four  merchant  banks  recorded  profits.  They  ^ 
were  Tong  Yang,  Korea  Merchant  Banking,  Korea  French 
and  Kyungsu.  John  Burton,  Seoid 


TAIWAN 


Profit  for  Acer  Semiconductor 

Acer  Semiconductor,  the  chip  unit  of  Taiwanese  computer 
giant  Acer,  said  yesterday  it  made  a small  profit  m Man* 
after  more  than 30  consecutive  monthscrflosses.  Stan 
Shto,  Acer  chairman,  said  the  unit  should. be  able  to  reach 
a TSIbn  ($30m)  profit  target  for  1999,  butthe  cooipjmy, 
iid  that  it  retained  its  official  forecast  thafit 
break  even  this  year.  The  unit  tost  more  than  T$5bn  to 
1998 

Much  of  the  revival  in  Acer  Semiconductor’s  fortunes 
stems  from  the  relative  strength  of  pricaesfor  D-Ran^  or 

dynamic  random  access  wvrtrnNafAMr 

ferae  decline  Mr  Shih,  who  took 
Semiconductor  last  year,  aims  to  shift  the  urafsfocus 
from  D-Rams  toward  more  lucrative 
chto  production.  However,  D-Bams  are  expected  to 
po£«^rtfarat  least  80  per  cent  of  output  fotsyear.The 
comoany  said  it  tost  money  in  the  first  quarter  ^ 

details.  The  unit  is  50  ^carrtov^by 

which  has  been  hit  by  felling  margins  >n 

from  its  overseas  operations.  Mure  Dickn,  Taipe* 


ALUMINIUM  — 

Nalco  hit  by  smelter  failure 
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cfen  of  alumiruum^ fell 

t summer  last  year  ^yeona  test  year, 

5 good  thing  s has  been  some  . 
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na  refine^fonettaneer angenuy^  export  rose 


Citic  struggles  with  fundamental  changes 


The  investment  group  is  fighting  to  reduce  its  debt  liabilities 
and  adjust  to'the  harsh  new  economic  climate  in  Hong  Kong 


By  Raton!  Jacob  to  Kang  Kang 


tarry  Yung's  career  has  long 
been  defined  by  paradox.  As 
the  head  of  Citic  Pacific,  the 
Hang  Kong  arm  of  Bering’s 
main  investment  vehicle 
the  son  of  a former'  Chinese 
vice  premier,  his  connec- 
tions in  China  are  perceived 
to  be  impeccable. 

Yet  it  is  in  Hong  Kong 
that  his  most  eyecatching 
deals  have  been  struck,  sec- 
uring Citic’s  place -among 
the  territory’s  business 
establishment.  In  1996  and 
1997,  he  bought  large  stakes 
in  Cathay  Pacific,  the  air- 
line, and  CLP  Holdings,  one 
of  the  territory's  two  power 
companies. 

Bat  Mr  Yung’s  consum- 
mate deal-making  with  the 
bluest  of  Hong  Kong's  blue 
chips  has, also  left  the  com- 
pany with  a heavy  debt  load. 
After  Hong  Song's  stock 
market  bubble  burst  in  late 
1997,  Otic's  share  suffered  a 
drop  from  HK$S3  in  August 
1997  to  a current  HK$l&05. 
The  tumble  in  the  compa- 
ny’s market  value  thA 
debt  levels  seem  worri- 
somely  high.  “My  personal 
priority  is  to  reduce  our  lia- 
bility. The  fundamentals 
have  changed,”  says  Mr 
Yung. 


Seducing  the  company’s 
debt  has  become  an  obses- 
sion for'  Mr  Yung  and.  his 
'senior' management  at  Citic 
Pacific.  At  the  .company’s 
results  meeting  in  March, 
Chile  announced  that  the 
company  had  been  actively 
paring  its  ; debt  from 
HKf2L2bn  (S2.7bn)  at  the 
end  of  last  year  to  HKSl&Sbn 
by  the  TntoriiB  of  March. 

Its  gearing  has  come- down 
from  51  per  cent  to  43  per- 
cent. Citic  said  it  bad  sold 
Infrastructure  projects  in 
ntrinn  this  year,  including  a 
water  plant  and  a toll  road. 

• Almost  overnight,  it 
seams,  Hong  Kong's  funda- 
mentals have  changed  along 
with  investors'  views  oo  Chi- 
nese companies.  The  same 
investors  who  queued  up  to 
get  in  early  on  the  latest  IPO 
of  red  chips,  mainland 
harVpH'  companies  listed  in 
Hong  Kong  via  subsidiaries 
such  as  Citic,  now  shun 
their  stocks. 

But  yesterday’s  era  of  neg- 
ative real  interest  rates  in 
Hong  Kong  has  been 
replaced  by  an  environment 
in  which  the  territory  has 
»mfmg  the  highost  real  Inter- 
est rates  in  Ada. 

Red  chips  are  down  on 
average  about  6 per  cent 
since  the  hAgfoning  of  the 


year  while  the  rest  of  the 
Hong  Kong  market  is  up. 

Citic’s  preoccupation  with 
paring  its  debt  means  it  will 
miss  out  on  picking  up  bar- 
gains amid  the  rubble  of 
Asia's  downturn.  For  a com- 
pany that  was  once  viewed 
as  a growth  stock  and  prom- 
ised to  deliver  earnings 
growth  of  15  per  cent  every 
year,  the  harsh  new  realities 
means  it  must  lower  expec- 
tations. Mr  Yung  admits  as 
much.  “Keeping  the  return 
high  will  not  be  so  easy,”  he 
says. 

StiD,  the  company’s  infra- 
structure projects  in  China 
are  expected  to  provide  a 
steady  stream  of  revenues. 
Infrastructure  investments, 
including  its  toll  roads,  tun- 
nels in  Hong  Kong  and 
power  plants,  accounted  for 
80  per  cent  of  the  company's 
profits  in  1998.  CLP  Hold- 
ings, the  electricity  com- 
pany, provided  more  than 
half  of  that  total. 

Worldsec  International,  a 
Hong  Kong-based  brokerage 
house  estimates  that  exclu- 
ding exceptional  gains,  the 
company’s  profits  will 
increase  from  HK$2.8bn  in 
1996  to  HKJ3.5bn  this  year 
helped  by  the  booking  of  the 
profits  on  a property  devel- 
opment. but  thereafter  win 
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inch  ahead  with  single  digit 
increases. 

“It  win  become  more  of  a 
utility  with  fewer  growth 
opportunities,”  says  Carlton 
Poon,  a director  of  the  firm. 
To  substantially  reduce  its 
debt,  Citic  would  have  to  cut 
its  capital  expenditure  pro- 
gramme in  China  or  sell 
some  of  its  shares  in  Cathay 
or  CLP  Holdings. 

Mr  Yung’s  own  net  worth 
has  plummetted  with  the 
value  of  red  chips.  In  1996, 
Citic’s  board  acquired  about 
15  per  cent  of  the  company 
at  HK$33  a share  from  its 
■mainland  parent,  a hefty  dis- 
count to  the  prevailing  share 
price.  The  shares’  poor  per- 
formance has  left  Hong 
Kong  abuzz  with  speculation 


about  Mr  Yung's  own 

ffnaftfiPS- 

Some  people  wonder  if  he 
has  had  to  pledge  a chunk  of 
the  shares  to  keep  his  stake 
while  others  say  he  has  sold 
his  more  than  300-acre  coun- 
try estate  in  the  UK  which 
was  owned  by  the  late  Brit- 
ish premier  Harold  Mac- 
millan. 

Mr  Yung  denies  he  has 
sold  his  “dream  place"  in 
England.  “I  haven’t  sold  a 
single  share  Of  mine.  This  is 
like  a chess  game.  Now  is 
the  most  interesting  time,” 
he  says. 

The  challenges  Citic  now 
confronts  promise  more 
interesting  times  for  Mr 
Yung.  “If  you  start  off  with  a 
big  amount  of  seed  capital,  a 


lot  of  people  eager  to  do 
business  with  you  because  of 
your  perceived  connections 
during  a period  of  high 
growth,  it’s  easy  to  make 
money." 

He  learned  about  rebound- 
ing from  adversity  from  bis 
father,  Rong  Ylren.  who  suf- 
fered a fall  from  grace  dur- 
ing China's  Cultural  Revolu- 
tion but  eventually  became  a 
vice-premier  of  China. 

“Call  me  a gambler  or  call 
me  a fighter.  I won’t  deny  1 
have  an  appetite  for  risk,” 
says  Mr  Yung. 

In  a city  that  prides  itself 
on  its  own  resilience,  craft- 
ing a comeback  for  Citic 
would  help  keep  Mr  Yung's 
place  at  the  table  of  Hong 
Kong's  establishment. 


This  announcement  appears  as  a matter  of  record  only. 


T*  • ■. 


<&► 


orange 


KPN  Orange  Belgium  N.Y/S  A. 
€595  Million  Credit  Facility 


Dresdner  Kleinwort  Benson 


ABN  AMRO  Bank  N.V. 

European  Investment  Fund 

ING  Barings/Bank  Brussels  Lambert  S\ 

The  Sumitomo  Bank.  Ltd 


Artesia  Bank  NV/S  A 
Bayerische  Landesbank  International  S A 
Credit  Agricole  SA/Landbouwkrediet  N.V 
DGZ-DekaBank  Deutsche  Kbmmunalbank 


Joint  Arrangers 


Co-Arrangers 


J.R  Morgan  Securities  Ltd. 


Citibank.  NA 
Generale  Bank  SA/N.Y 
Rabobank  International 
WfcstLB 

Senior/Lead  Managers 

Bayerische  Hypo-  und  Vereinsbank  AG 
Commerzbank  Aktiengeseflschaft  London  Branch 
De  Nationale  Investeringsbank  NV,  Belgie  Branch 
flCB  Deutsche  Industriebank  AG 


Natexis  Banque  SA/Banque  Fbpulaire  du  Luxembourg  SA 


Skandinaviska  EnsldJda  Banken  AB 


Banca  Monte  Paschi  Belgio  S A 


Lead  Managers 

Gruppo  Banca  Nazionale  del  Lavoro  (BN1VEFIBANCA) 
Helaba  Landesbank  Hessen  - Thuringen  Girozentraie 


Managers 


Bank  Austria  Creditanstalt  International  AG 
Banque  et  Caisse  dEpargne  de  IEtat,  Luxembourg 
Fuji  Bank  (Luxembourg)  S A 
Landesbank  Rheinland  — Pfalz  International  S A 


Banca  Di  Roma  International 
Deutsche  Bank  AG,  Antwerp  Branch 
Hambuigische  Landesbank  — Girozentraie  — 
Soci&e  Europ&nne  de  Banque  SA 


Facility-Agent 
Dresdner  Kleinwort  Benson 

Security-Agent 

Generale  Bank  S A/NV 


o Dresdner  Kleinwort  Benson 


J.R  Morgan 
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Sales  stuck  in  rough 

Patrick  Harverson  examines  a reversal  of  fortunes  in  the  US 

Yesterday's  news  from  estimated  15  per  cent  to  20  1997  increased  7 per  cen 
Adidas- Salomon  that  per  cent.  26.5m,  with  the  numbei 

sales  at  its  Taylor  Callaway,  the  company  first-time  players  jumpin 


Yesterday's  news  from 
Adidas- Salomon  that 
sales  at  its  Taylor 
Made  golf  equipment  subsid- 
iary fell  25  per  cent  in  the 
first  three  months  of  this 
year,  suggests  last  year's 
slump  in  the  golf  equipment 
Industry  may  be  continuing. 

Although  the  German 
sporting  goods  company  was 
confident  that  Taylor  Made’s 
annual  results  would  eventu- 
ally show  an  improvement 
on  last  year,  there  is  no  dis- 
guising the  problem  facing 
golf  equipment  makers. 

One  reason  for  the  indus- 
try’s woes  has  been  the  eco- 
nomic crisis  in  Asia,  which 
accounts  for  20  per  cent  of 
sales.  The  recession,  espe- 
cially in  golf-mad  Japan,  has 
taken  its  inevitable  toll  on 
sales. 

However,  the  real  problem 
has  been  in  the  US.  which 
accounts  for  more  than  half 
of  worldwide  sales  and  is 
home  to  most  big  manufac- 
turers like  Callaway,  Taylor 
Made  and  Cobra  Golf 
After  enjoying  an  unprece- 
dented boom  in  the  mid- 
1990s.  when  US  sales  of  golf 
equipment  climbed  from 
SlJbn  in  1993  to  S2.5bn  in 
1997,  the  industry  suffered  a 
sudden  and  severe  reversal 
last  year  as  sales  fell  by  an 


estimated  15  per  cent  to  20 
per  cent 

Callaway,  the  company 
that  revolutionised  the  mar- 
ket with  its  oversize  Big  Ber- 
tha metal  woods,  took  the 
biggest  hit.  Having  grown 
turnover  from  just  $21m  in 
1990  to  5843m  in  1997.  Calla- 
way saw  revenues  slump  to 
less  than  S700m  in  1998. 

Profits  of  S133m  were 
turned  into  losses  of  $27m. 
1,000  employees  were  made 
redundant,  and  Callaway 
shares  plunged  from  S34  to 
less  than  S10  in  less  than  12 
months. 

Other  manufacturers  did 
not  suffer  as  badly  but  their 
shares  have  also  endured  a 
horrible  year.  The  golf  stock 
index  of  golf-related  compa- 
nies. compiled  by  the  Lon- 
don-based Golf  Research 
Group,  has  fallen  60  per  cent 
from  its  1997  high.  Admit- 
tedly, a large  part  of  that  Tall 
is  down  to  Callaway. 

What  has  made  the  decline 
in  the  US  all  the  more 
remarkable  is  that  equip- 
ment sales  have  slumped  at 
a time  when  the  US  economy 
has  never  been  stronger,  the 
“leisure  dollar”  never  more 
powerful,  and  golf  never 
more  popular. 

After  years  of  stagnation, 
the  number  of  US  golfers  in 


1997  increased  7 per  cent  to 
26.5m,  with  the  number  of 
first-time  players  jumping  50 
per  cent 

Professional  golf  is  boom- 
ing. and  Sunday's  climax  to 
the  Masters  tournament  in 
Georgia  was  watched  by  a 
vast  television  audi- 
ence. With  youthfiil,  dynamic 
players  such  as  Tiger  Woods, 
David  Duval  and  Lee  Wes- 
twood emerging  as  super- 
stars,  and  golf  regarded  as 
fashionable  among  the 
young,  the  sport  is  on  a roll. 

So  why  is  the  equipment 
industry  struggling?  The 
answer  partly  lies  in  pricing. 
Last  year  there  were  signs 
that  the  golf  club  prices, 
which  climbed  steadily  dur- 
ing the  1990s  on  the  back  of 
rapid  improvements  in  club 
technology,  had  risen  too 
high. 

With  top-of-the  range  driv- 
ers selling  for  $500.  and  a 
good  set  of  irons  costing 
more  than  SI, 000,  prices  in 
the  US  moved  beyond  the 
reach  of  ordinary  golfers. 
They  became  steep  for  golfs 
newcomers  seeking  an 
affordable  entry’  into  what 
can  be  an  expensive,  elitist 
sport. 

Prices  have  recently  been 
cut  but  the  new  clubs  are 
still  not  selling  well.  The 


result  has  been  falling  mar- 
gins and  excess  stock. 

Analysts  believe  a big 
weakness  is  the  absence  on 
the  market  of  the  kind  of 
exciting,  technologically- 
advanced  golf  clubs  that 
drove  sales  in  the  mid-1990s. 

“There's  been  incredible 
technical  innovation  over 
the  last  decade,  and  it  is 
becoming  hard  to  make  tech- 


nical strides  every  year," 
says  Colin  Hegarty  of  the 
Golf  Research  Group. 

Without  a “must-buy" 
product  on  the  shelves,  it 
seems  many  US  golfers  will 
be  content  with  their  exist- 
ing sets.That  is  bad  news  for 
manufacturers  and  retailers. 

With  no  sign  of  the  slump 
in  club  sales  ending,  the 
equipment  companies  are 


turning  to  the  humble  golf 
ball  as  a way  out  of  trouUe. 

“They  are  a very  high-mar- 
gin product."  says  Mr 
Hegarty.  The  US  golf  ban 
market  has  grown  from 
S585m  in  1994  to  STOOm  last 
year,  and  club-makers  like 
Callaway  are  keen  to  steal 
market  share  from  the  long- 
time industry  leader, 
TiUeisL 


brand  hits 
Adidas  profits 


Buffett  &NetJ  ets*. 
The  Definition 
Of  Leadership. 


By  Uta  Hamisc&fegflr 
in  Frankfurt  ^ 

AriiriacuRatrwnnn,  the  world's 

second  biggest  sporting 
group,  yesterday  said  it 
expected  a 35  to  40  per  cent 
fan  in  its  first-quarter  pre- 
tax profit  from  the  same 
period  last  year,  due  to  the 
weak  performance  of  its 
high-end  golf  brand  and  high 
promotional  expenses. 

Pre-tax  profits  for  the 
three  months  to  March  could 
be  as  low  as  DMISten  (€32m. 
899m),  as  sales  of  its  newly 
launched  Taylor  Made  prod- 
uct line  declined  sharply  and 
marketing  spending  grew  by 
DMTObn. 

Sales  for  the  first  quarter 
remained  flat  at  around 
DM2.7bn.  The  grim  first 
quarter  clouded  the  picture 
for  the  sports  goods  maker 
although  the  company  main- . 
tained  its  initial  fall-year 
forecast,  predicting  a 10-15 
per  cent  rise  in  net  profits  on 
slight  sales  growth. 

Yesterday's  results,  which 
caused  Adidas  shares  to  fan 
LS  per  cent  to  €76,  are  the 
latest  in  a series  of  disap- 
. pointments  since  Adidas 
acquired  Salomon,  the 
French  ski  and  golfing 
equipment  maker,  in  late 
1997.  The  group’s  shares 
have  fallen  almost  55  per 
cent  from  a high  in  April 
last  year. 

Sluggishness  in  the  inter- 
national sports  goods  market 


combined  with  difficulties  in. 
integrating,  the'  two 
operations  and  a delay -in- 
realising  synergies  from  the. 
merger. 

In  the  first  quarter  the 
group  saw  a slight  growth  in 
Adidas  brand  products  while' 
yiipQ  m its  Salomon  brand  ■ 
goods  grew  briskly.  Never- 
theless, its  Taylor  Made  golf 
products  continue  to  pose  a 
headache,  with  the  Taylor 
Made  subsidiary  posting  a 
25  per  cent  fall  in  sales,  ’ 

Adidas  yesterday  repeated 
earlier -warnings  that  syner- 
gies from  the  merger  would 
not  materialise  as  soon  as 
expected.  Last  , month  the 
r*nirppany  said  it  would  real- 
ise only  DM35m  from  syner- 
gies instead  of  the  previ- 
ously forecasted  DMGOm. 

Promotional  and  advertis- 
. ing  expenditure  was  sub- 
stantially higher  in  the  first 
quarter.  Since  January,  mar- 
keting costs  increased  by 
DM70m,  after  signing  con- 
tracts with  European  soccer 
clubs  and  boosting  spending 
in  the  US  and  Japan. 

For  1999.  the  company  said 
the  outlook  remained  bright- 
est in  the  US.  Last  year  Adi- 
das' shoe  business  did  partlc- 
ulariy  well  in  the  US,  where 
it  doubled  its  market  share 
to  12  per  cent  . It  boosted 
worldwide  sales  of  Adidas 
branded  goods  by  26  per 
cent,  while  competitors  such 
as  Nike  and  Reebok  regis- 
tered sales  and  profit  losses. 
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Warren  Buffett  has  been  labeled  a quality 
conscious  investor  So  we  took  it  as  a huge 
compliment  four  years  ago  when  he  chose  the 
Netjets  fractional  aircraft  ownership  program 
to  fulfill  his  family’s  personal  travel  needs. 

After  his  family  experienced  Netjets5  friendly 
and  reliable  service.  Ml  Buffett  made  two 
more  decisions:  he  switched  his  business 
travel  to  Netjets  and  then  bought  the  company, 
making  Netjets  part  of  the  distinguished 
Berkshire  Hathaway  Company. 

His  reasons  were  dean  Netjets  is  far  and 
away  the  worldwide  leader  in  fractional  aircraft 
ownership.  It  has  the  largest  fleet,  the  broadest 
sdection  of  the  worlds  finest  airocafr,  more  -. 
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For  further  information,  please  contact: 

Kate  Zietarski  in  London 
Tel:  +44  171  873  4263 
Fax:  +44  171  873  3934 
Email:  kate.zietarski@FT.com 

or  Radek  Svoboda  in  Frankfurt 
Tel:  +49  69  156  85163 
Fax:  +49  69  597  94493 
Email:  radek.svoboda@FT.com 

or  Andrew  Kinsel  in  Kiev 
Tel:  +380  44  246  4472 
Fax:  +380  44  246  6170 
Email:  akinsel@agl-media.com 
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Birmingham 
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For  further  information, 
please  contact: 

Tracey  Endacott  in  London 
Tel:  +44  171  873  4356 
Fax:  +44  171  873  4862 

Email:  tracey.endacott@FT.com 

or  Anthony  Hayes  in  Birmingham 
Tel:  +44  121  353  6084 
Fax:  +44  121  580  9559 
Email:  ahayes@globalnet.co.uk 
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Deutsche 

buys  stake  in 
Polish  bank 


COMPANIES  & FINANCE:  EUROPE 


GERMANY  DEUTSCHE  BANK  CHAIRMAN  BACKTRACKS  ON  STATEMENTS  THAT  MONEY  WOULD  BE  USED  FOR  EUROPEAN  ACQUISITIONS 

— ; — ' ‘ 1- — ’ 

increase  set  aside  for  Bankers  deal 


By  Utr  Harafedrfeger 

bi  Frankfurt  . 


Bj  Ufa  Hamisciifeger  n 
.*1 

UooBJsfa  n Warsaw 

Deutsche  Bank  revealed 
yesterday  that  it  had  quietly 
acquired  a 9.9  per  cent  stake 
BIG  Bank  Gdansk! 
Poland's  fifth  largest  bank 
and  one  of  the  few  remain- 
tag  listed  banks  without  a 
strategic  foreign  investor. 

The  disclosure  follows 
intense  speculation  in  the 
Polish  market  over  BIQ 
Bank,  shares  in  which  have 
soared  by  160  per  cent 
the  beginning  of  last  month 
on  heavy  buying  by  an  uni- 
dentified investor.  The 
shares  closed  yesterday  at 
7.(5  zlotys,  below  last  week’s 
high  of  8.85  zlotys. 

Deutsche  said  yesterday  it 
would  now  start  talking  to 
the  management  of  BIG 
Bank,  sending  a strong  sig- 
nal that  it  was  seeking  to 
acquire  more  of  the  state- 


owned  bank.  However,  BIG 
management  appears'  deter- 
mined to  remain  control. 

The  German  group,  which 
did  not  disclose  the  price  it 

paid  for  its  BIG  stake,  has 
been  seeking  to  expand  In 
Poland  but  has  seen  its  bids 
to  purchase  state-owned 
banks  rejected  by  the 
treasury. 

Other  German  banks, 
including  Commerzbank  and 
Bayerische  Hypovereins- 
bank,  already  own  strategic 
stakes  in  Polish  hanka  BRE 
and  Krakow-based  Bank 
Praemyslowo-Handlowy. 

BIG  Gdansk!  was  founded 
in  1989  by  Boguslaw  Katt,  its 
managing  director.  It  has 
expanded  through  a senes  at 
acquisitions. 

Recently.  BIG  Bank  Gdan- 
sk! entered  into  a partner- 
ship with  the  Bank  Commer- 
cial Portugues  to  develop 
a chain  of  retail 
banking  outlets. 


NEWS  DIGEST 


TRUCKING 


Renault  chief  hints  at 
possible  Nissan  Diesel  sale 

Renault  has  not  ruled  out  a sale  of  Nissan  Diesel,  the 
troubled  buck-making  arm  of  Japan’s  Nissan  Motors, 

Louis  Schweitzer,  chairman  of  the  French  carmaker,  said 
in  an  Interview  published  yesterday.  Renault  bought  a con- 
trolling 37  per  cent  stake  of  parent  company  Nissan 
Motors  last  month  and  22.5  per  cent  of  Nissan  Diesel.  La 
Tribune,  the  French  newspaper,  quoted  Mr  Schweitzer  as 
saying  Renault  expected  to  complete  an  examination  of 
. Nissan  Diesel  in  the  summer  and  would  set  a plan  of 
action  then.  He  said  Nissan  Diesel  might  be  sold  if  .it  could 
not  be  merged  with  Renault's  own  truck  business,  Renault 
VI.  Renault’s  stock  was  the  top  gainer  on  the  Paris'  bouise 
yesterday,  finishing  5.64  per  cent  highs’  at  €35.60  ($3836) 
in  a market  that  ended  0.19  per  cent  lower.  Nissan  Diesel 
is  struggling  In  the  face  of  a collapse  in  Japan's  truck  mar- 
ket “It’s  true  that  Nssan  Diesel  Isn’t  doing  well,"  Mr 
Schweitzer  said.  “However,  it’s  embarked  on  a restructur- 
ing plan  that  is  tough  by  Japanese  standards,  envisaging 
the  closure  of  a second  factory  and  carrying  out  drastic 
reductions  in  staff.  But  at  this  stage,  we  don’t -know  the  = 
recovery  prospects  of  Nissan  Diesefc*  Reuters,  Paris 

fr/wce V:  • ~ 

Lagardere  bids  for  Europe  1 

Lagardere,  the  French  magarines-tormssflea  group,  said 
yesterday  it  would  huy  the  shares  nr  Europe  1 Communf- 
catibn  it  did  rict.alreadyawn,  with  an  offer  pf  €290 
($312.53}  a share.  Lagard&e  owns  45.1 1 par  cent  of. 
Europe  1’s  capital  and  54.78  per  cent  of  the  voting  rights 
through  its  wholly  owned  subsidiaries  Hachette  SA  and  - 
Holpa.  Europe  1 runs  the  radio  station. of  the  sane  name 
in  Fra«»  and  is  engaged  in  television  and  radio  produc- 
tion. The  market  welcomed  the  news,  marking  Lagardere  . 
shares  up  1.35  per  cent  at  €30.71.  Europe  1.  stores  were 
suspended  after  closing  on  Friday  at  €225.  The  buy-in  also 
raised  hopes  of  a similar  offer  for  Lagariera’s  other  main 
media  subsidiary.  Hachette  Filpacchi  MedEas,  which  was 
■ up  5 per  cent  at  €225.80.  Reuters,  Paris 

PHARMACEUTICALS  ~ - ______ 

Piiva  profits  rise  14% 

Pfiva,  the  Croatian  drugs  group,  said  Its  1998  net  profit, 
excluding  minorities,  rose  14.2  per  cant  to  688.8m  kuna 
($98m)  in  1998,  at  the  upper  end  of  analysts’  expectations. 
Net  profit  attributable  to  sharehoktere,  including  a 17.6m 
kuna  contribution  from  minorities,  rose  to  706.4m  kuna 
-from -604.3m  kuna  in  1997.  Turnover  grew  25.6  per  cent  to 
3t58bn  kuna.  Sales  of  azithromycin,  Pfrva’s  top  drug,  rose 
in  the  US  and  western  Europe,  and  there  was  77.6  per 
cent  growth  far  overall  sales  in  central  arid  eastern  Europe. 
Consolidation  of  Polish  drug  maker  Pfiva  (Potfa)  Krakow, 
which  it  bought  late  in  1997,  also  pr^edTmp^s.Oper-^ 
sting  profit  rose  41  per  cert  to  1.079 bn  kuna,  but  a lack  of 
earnings  from  financial  activities  - a significant  tosh  earner 
, in  previous  years  - tuft  the  bottom  Iftne*  said  ZeTjko  Govic, 

chief  executive:  Reuters,  Zagreb  . 


GERMANY 


Viag  may  sell  shipping  stake 

- Viag,  ihe  German  industrial  conglomerate,  yesterday  corF 
firmed  it  was  in  talks  with  KGhne  & Nagejabout jhepossj- 

’ble  sale  of  its  430.3  per  cent  stake-in  tee  Swiss  shipping 

: g Vl^suggested tee tafics tedso^^ray 

It  announced  last -November  ft 

- asfethne  & Nagel  Mng  aspa^of^^to  s^ttogfettes 
'and  other  businesses  with  annul  tote  of  DM1^- 
-DMfSbn  (€7bn-€7.6bn,  $7.7brt-$8.2bn).  Ralph  Atkins, 

-Bonn 


TELECOMS 


Elektrim  to  buy  Pilteka 


to 

. BHfciWa  Tftlefonla  holds  Bcences  that  give  F access  to 

SfglNsSSSt 

: with  pro.  b^d  for  in  cash 

:qtkl  borate. 

r Idea  Is  owned  by  Efefcfrfm  also  owns 

32  percent  of  Era  ^ ^ 

rA'ittisss  >.  >***  ««-^r 

Bobtaski,  Warsaw 


Deutsche  Bank,  Germany’s 
largest,  signalled  yesterday 
that  all ' of  its  DM6bn 
(€3.Q7bn,  $331hn)  capital 
increase  launched  last  week 
woald  be  earmarked  for  the 
$10.1bn  purchase  of  Bankers 
Trust,  the  US  investment 
bank,  backtracking  from 
earlier  statements  that  the 
money  would  be  used  in  part 
to  fund  . European 
acquisitions.  i 

Analysts  said  that  -the 
comments  by  Rolf  Brener, 
Deutsche  chairman,  might 
signal  that  Deutsche  was 
planning  to  raise  even  more 
capital,  in  anticipation  of 
making  an  acquisition  in 
Europe. 

That,  in  turn,  might 
suggest  that  Deutsche  Is 
taking  a more  aggressive ' 
stance  in  Europe’s  rapidly 
consolidating  banking 
industry. 

The  bank  could  be 
earmarking  some  of  the 
money  for  the  Holocaust 
compensation  fund  or  for 

additional  expenses  for  the 


purchase  of  Bankers  Trust 

Ever  since  Deutsche  Bank 
announced  its  Bankers  Trust 
purchase-  in  - November, 
analysts  had  widely  expected 
that  the  acquisition  would 
cost-  the  Gehnan  bank  mare 
than  the'  Jlo.ftm  purchase 

price. 

Matthew  Czepliewicz, 
analyst  at  Salomon  Smith 
Barney,  said  Deutsche  might 
have  to  pump  a farther  gib n ' 
into  Bankers,' and  said  that 
he  tew  additional  expenses 
for  - loyalty  retention 
payments  and  for  the 
Holocaust  fund. 

- Mr  Brener  said  yesterday 
that  his  earlier  remarks  tod 
been  misunderstood,  and 
tto*  he  had  never  considered 
that  any  of  the  DM6bn 
should  be  used  for  European 
accpifsitions- 

' "At  present,  we  need 
DMSbn  far  Bankers  Trust," 
he  said. 

The  capital  increase  gave 
Deutsche  some  leeway,  Mr 
Brener  said.  Even  though 
Deutsche  Bank  is  paying  $93 

a share  for  Bankers  Trust,  it 
says  that  the  exact  amount 
of  goodwill  is  still  undear. 


making  it  uncertain  how 
much  core  capital  it  will 
need  to  maintain  its  Tier  i 
ratio  and  to  maintain  its 
financial  flexibility. 

Mr  Breuer  said  yesterday 
that  Deutsche  realised  it 
would  need  more  core 
capital  than  it  had  initially 
expected. 

Because  the  bank  has  to 
write  oft  goodwill  under 
German  accounting  laws, 
higher-than-expected 
goodwill  forces  the  bank  to 
supplement  its  care  capital. 

Mr  Breuer  also  said  the 
bank  had  misjudged  some 
IAS  accounting  rules  and 
how  some  hybrid 
instruments  were  accounted 
for. 

At  Deutsche’s  earnings 
press  conference  last  month, 
Mr  Breuer  had  said  the 
capital  increase  would  be 
used  to  fund  the  purchase  of 
Bankers  Trust,  for  which 
Deutsche  Bank  had  already 
raised  60  per  cent  on  capital 
markets,  but  also  to  fund 
growth  in  Europe. 

In  Frankfort,  Deutsche 
Bank’s  shares  closed  3 per 
cent  lower  at  €4897. 


Rod  Breuer.  comments  may  signal  plan  to 


more  capital  for  Eiaopean  acquisition 


The  shareholders  of 
SANDVIK  AKTIEBOLAG 

are  hereby  called  to  the  Annual  General  Meeting  of  the  Company  to  be  held  on 
Thursday,  29  April  1999,  at  3:00  p.m,  at  Ishallen,  Jemvallen,  Sandviken,  Sweden. 


Notification 

Shardi okios  who  wish  to  participate  in  the  Meeting  should  notify 
the  Board  of  Directors  by  mail  Kldreswd  to  Sandvik  AB.  Legal 
Affairs,  SE-8 11  81,  Sandviken.  Sweden,  or  by  telephone,  +46 
(0J26-26  10  61  or  telefax.  +46  (0)26-26  10  86.  Such  notification 
most  be  received  by  Sandvik  AB  not  later  than  3:00  pan.  Monday, 
26  April  1999.  To  be  ehgihle  to  participate  in  the  Meeting,  share- 
hokfcg  must  be  recoided  in  the  share  register  maintained  by 
VSrdepappeocentrakn  VPC  AB  (Swedish  Securities  Register 
Center)  as  cf  Monday,  19  April  1999.  Shareholders  whose  shares 
are  registered  in  the  name  of  a trustee  must  have  temporarily  re- 
registered the  shares  in  their  own  name  not  fcaer  than  19  April  1999. 

Please  provide  name,  personal  registration  or  corporate  identity 
number;  address  and  telephone  number  when  providing  notifica- 
tion. If  participation  is  by  proxy,  the  proxy  should  be  forwarded 
prior  to  the  Annual  General  Meeting. 

Agenda 

1.  Election  of  Chairman  of  the  Meeting. 

2-  Reparation  of  the  Eg  of  shareholders  entitled  to  vole  at  the 
Meeting. 

3.  Approval  of  the  Agenda. 

4.  Address  by'  President  das  Ake  Hedstrom. 

5.  Approval  of  the  fist  of  shareholders  entitled  to  voce. 

6.  EWlifln  rrf  nwmuNybK 

7.  Draenninariou  of  whether  the  Meeting  has  been  duly  convened. 

8.  Preset 


too  of  the  report  end  auditors'  report  and  the 

flcestfitetd  financial  staartnmts  and  consolidated  auditors’ 

■ report. 

9.  Dedsiaa  on  adoption  of  tee  income  saremem  and  balance  sheet 
and  the  consolidated  statement  and  sheet. 

10-  Decision  on  the  cfischarge  of  the  members  of  foe  Board  of 
Directors  and  of  the  President  from  liability  for  the  fiscal  year. 

11.  Derision  on  the  disposition  to  be  made  of  die  profits  shown 
. in  die  balance  sheet  adopted  by  tbe  Meeting. 

12.  Changes  to  die  Articles  of  Association. 

The  Board  of  Directors  proposes,  as  a result  of  changes  in  the 
Swafirii  Companies  Act  which  became  effective  on  1 January 
1999.  dial  the  Articles  of  Association  be  reworded  as  follows: 

“89  ..  . 

Tbe  Annual  General  Meeting  shall  ap^oini  two  or  three  andi- 
tors  and  an  equivalent  number  of  deputy  auditors.  The  auditors 
and  the  deputy  auditors  ate  elected  by  the  Annual  General 
Meeting  for  a period  ending  with  the  Annual  General  Meeting 
held  rinring  tbe  fourth  food  year  after  tbe  ejection  of  tbe  aDdi- 
tors." 

"512 

The  notification  to  an  end  die  Annual  General  Meeting  shall 
be  published as  an  announcement  in  the  Post-  och  l&rikes- 
tidnmgar  (Swedish  Official  Gazette),  in  Svcnsfca  Dagbladet  or 
in  mother  national  newspaper,  as  well  as  in  a daily  newspaper 
published  in  either  Sandv&en  or  Gfivle.  Invitations  to  the  An- 
nual General  Meeting  and  invitations  to  Extraottfinary  General 
Meetings,  at  which  changes  id  the  Articles  of  Association  are  to 
be  discussed,  will  be  issued,  at  tbe  earliest,  six  weeks  before 
and  not  loser  than  four  weeks  before  the  Meeting-  Invitations  to 
..  other  Exlraotxfinaiy  General  Meetings  will  be  issued,  at  die  ear- 
best  rix  weeks  and  not  fater  than  two  weeks  before  the  Meeting." 

To  be  '-"titled  to  participate  in  General  Meetings,  shareholders 
shall,  i)  be  listed  on  the  prim-can  of  the  shareholders’  register 
ten  days  prior  to  die  Meeting  and,  ii)  notify  the  Company  of 
mrentioam  aoexri  not  laser  tW  3J)0  pom  oo  the  dale  sti- 
pulated m tte  notire  convening  to  Meeting.  This  doe  must  not 
be  a Sunday,  any  other  public  holiday,  a Saturday.  Midsum- 
mer's Eve,  Christmas  Eve  or  New  Year’s  Eve,  and  may  not 
occur  earlier  than  five  weekdays  prior  to  ibe  Meeting. 

At  the  Meeting,  shareholders  may  be  accompanied  by  one  or 
two  assistants,  but  only  if  the  shnebokler.  registers  the  number 
of  «*««»*«*  in  the  manner  set  out  in  the  preceding  paragraph." 

Anew  point  4 win  be  added  to  the  existing  §16  regarding  the 
approval  of  the  agenda  and  tbe  fonnufatian  ‘‘where  appropri- 
tfe"  will  be  added  to  the  existing  points  10,  J 1 and  12. 

- In  arkfitkm  to  the  changes  stated,  certain  minor  editorial  chang- 
es to  tee  Articles  of  Assodatira  are  proposed. 

13.  DMenramtiootflhenmiiber  of  Boanl  Mambas  and  Deputies. 

14.  Determination  of  tbe  number  of  Aocfitarg  and  Deputy 
Auditors. 

15.  Detemmarioa  of  tfie  fecs  to  bepaid  to  Board  members  and 
Auditors.  ■ 

16l  Election  of  ttemembea  of  foe  Board  and  Deputies. 

17.  Election  of  AnditDR  and  Deputy  AnS&XS- 

18.  The  Bond’s  proposal  on  a dedskn  far  tee  issue  of  convertible 
debentures  and  a snbOfdinaTddebcnur&  Joan  with  detachable 
warrants,  as  well  as  the  approval  of  tee  transfer  of  options  to 
enqjfayeestwibiotee  Sandvik  Group  oa  tee  basis  of  foQowiug 
gamccBtfrions^-' 

The  Boaxd  proposes  teal  tee  company  shall  A)  raise  a couveiti- 
ble  debenture  loan  with  a maximum  nominal  amount  of  SEX 
1,000,00(1000  by  tee  eanisstpn  of  convertible  debentures, 

’ carrying  cmitfanewi  to  whang*  fnr  Series  B shares  in  tee 
Coaqrauy  and,  B)  raae  a BUbordinased  tom  in  a owninaJ  mBxi- 
mam  maotit  efSES.  SOQJXXWQObyis pang  debt  instruments 
linked  id  tee  option  of  subscribing  for  a new  issne  of  Series  B 
shares  ih  tee  Company  (“warranrO  - 

The  issues  of  convertible  debentures  and  warrants  shalL  ex- 
cloding  sfaareholriere'frefergnrifll  right,  he  aimed  at  anploy- 


ees  within  the  Sandvik  Group.  As  far  as  employees  outside 
Sweden  are  concerned,  one  condition  is  that  options  can  be 
acquired  legally  and  that  the  Boon)  is  satisfied  that  the  admi- 
nistrative and  financial  effort  required  to  implement  the  issue 
is  reasonable. 

A.  MAIN  TERMS  AND  CONDITIONS  FOR  CONVERTIBLE  DEBENTURES 

Tbe  right  TO  subscribe  for  convertible  debentures  shaE  accrue  to 
those  persons  who,  at  the  end  of  tee  subscription  period,  are 
permanent  employees  of  Sandvik  AB  or  one  of  its  Swedish 
subsidiaries  (with  tbe  exception  of  the  companies  that  are  pan 
of  tire  Seco  Tools  Group)  and  who,  at  tbe  time  stated,  have  not 
hmekvi  in  notice  or  been  given  notice  of  termination  of  employ- 
ment. Those  who  have  come  to  an  agreement  - during  the  sub- 
scription period  at  the  latest  - on  future  permanent  employ- 
ment in  Sweden  shall  also  be  considered  permanent  employees. 

Members  of  tee  Board  of  Sandvik  AB  appointed  by  the  Annual 
General  Meeting  do  not  have  the  right  to  subscribe,  apart  from 
the  President. 

Those  entitled  to  subscribe  will  have  the  right  to  subscribe  for 
convertible  debentures  in  a minimum  nominal  amount  of 
approximately  SEX  10.750  and  a maximum  nominal  araotmr 
of  approximately  SEX  215,000.  Each  subscription  will  be  in 
lots  of  approximately  SEX  10,750. 

ADotmem  will,  in  the  first  instance,  be  such  that  each  of  those 
entitled  to  subscribe  will  receive  a nominal  amount  of  approxi- 
mately SEX  43.000. 

Secondly,  allotment  will,  within  the  framework  of  a total  nomi- 
nal amount  of  SEK  1,000,000^)00.  be  made  to  those  persons 
entitled  to  subscribe  who  have  applied  for  convertible  deben- 
tures exceeding  a nominal  amount  of  approximately  SEX  43X100 
and  up  to  a pomjnal  amount  of  approximately  SEK  21 5.000. 
with  the  same  amount  being  allouaf  to  each  of  these  persons 
entitled  to  subscribe  to  the  extent  subscription  has  been  made, 
but  in  equal  lots  in  a nominal  amount  of  SEK  10,750. 

. The  convertible  debentures  will  be  issued  at  a price  correspond- 
ing to  their  nnminal  amount  and  applications  are  to  be  made 
daring  the  period  10  May  1999-26  May  1999.  The  Board  will, 
however,  reserve  the  right  to  extend  the  subscription  period 
following  consultation  with  the  participating  issuing  bank. 

Payment  for  subscribed  and  allotted  convertible  debentures 
shall  be  made  in  the  debentures’  nominal  amount  in  a single 
cash  payment  not  later  than  2 July  1999. 

The  convertible  debenture  loan  falls  due  for  payment  on 

30  Jane  2004,  to  tee  extent  that  conversion  has  not  occurred 
prior  to  that  date.  Conversion  to  shares  may  occur  during  tbe 
period  2 July  2001-31  May  2004. 

Tbe  convertible  debenture  loan  will  cany  an  annual  rate  of 
interest  equivalent  to  270  days*  5TZBOR  minus  0.75  percent- 
age points  from  2 July  1999  np  to  and  including  January  30 
2000, 12  months’  STEBOR  minus  0.75  percentage  points  from 

31  January  2000  up  to  and  indodmg  30  January  2004  and  180 
days’  STTBOR  minus  0.75  percentage  points  &om  31  January 
20CM  up  to  and  tncbnfing  die  loan's  tnaaoky  date,  30  Jane  2004. 
Tbe  interest  falls  doe  for  payment  on  30  January  each  year,  as 
well  as  on  tee  loon's  date  of  maturity,  30  June  2004.  (The  rate 
of  interest  on  the  loan  would  currently  amount  to  approxima- 
tely 2.35  percent.) 

The  conversion  price  shall  correspond  to  a sum  amounting  to 
125  percent  of  tee  average  or  the  volume- weighted  mean  of 
the  quoted  paid  price  acajrtfzng  ro  the  official  list  of  prices  for 
tee  Company’s  Series  B share  issued  by  the  Stockholm  Stock 
Exchange  far  each  trading  day  during  the  period  from  15  April 
1999  up  to  and  including  28  April  1999.  litis  figure  wifi  be  ad- 
justed for  dividends  fra  tee  1998  fiscal  yean  In  the  absence  of 
a paid  price  oa  any  of  tbe  trading  days,  the  bid  price  shall  be 
used  as  the  last  paid  price  in  the  calculations  instead.  The  con- 
version price  calculated  in  this  manner  shall  be  rounded  to  the 
nearest  whole  krona,  with  fifty  Ore  being  rounded  downwards. 
(At  tiie  current  price  for  the  Sandvik  Series  B share , this  cor- 
responds ion  conversion  price  of  approximately  SEK  215.) 

B.  MAIN  TERMS  AND  CONDITIONS  FOR  THE  SUBORDINATED 
LOAN  AND  THE  WARRANTS 

The  right  to  subscribe  to  the  subordinated  loan  with  a maxi- 
mum of  4,000,000  detachable  warrants  shall  only  be  given  to 
a wholly  owned  subsidiary,  with  the  right  and  obligation  for 
foe  subsidiary  to  divest  the  warrants  in  the  manner  stated 
below. 

Debt  instruments  with  a nominal  value  of  SEK  200  (two  hand- 
led) each,  to  the  option  to  subscribe  Fora  new  issue  of 
Series  B shares,  will  be  issued  at  a price  equivalent  to  tbe  nomi- 
nal amount  and  will  be  subscribed  to  and  paid  for  in  cash  in  a 
single  payment  net  later  than  16  July  1999. 

The  subordinated  debenture  loan  falls  due  for  payment  on 
20  December  2000.  Subscription  for  shares  supported  by  war- 
rants may  take  place  during  the  period  from  2 July  2001  up  to 
and  including  31  May  2004. 

The  subordinated  debenture  loan  shall  be  in  a maximum 
nominal  amount  of  SEX  800,000,000  and  the  annual  rate  of 
interest  paid  win  correspond  to  12  months'  STIBOR  minus  ■ 
0.75  perwnrage  points  from  16  July  1999.  The  interest  will  be 
paid  on  20  December  1999  and  on  the  subordinated  loan's 
maturity  dure,  20  December  2000- 

Tbe  price  for  tee  t*w  subscription  of  shares  shall  cwrcspood  u> 
an  amount  equal  to  125  percent  of  tee  average  of  tbe  volume- 
weighted  mean  of  tbe  paid  pices  according  ro  the  offidal  list 
of  prices  for  the  Company’s  Series  B share,  issued  by  tbe 
Stockholm  Stock  Exchange  for  each  trading  day  during  tee 
period  from  15  April  1999  up  ro  and  including  28  April  1999, 
adjusted  forrfivideotf  foe  the  1998  fiscal  year,  in  tee  absence 
of  a paid  pice  on  eny  of  the  trading  days,  the  bid  price  shall 
he  used  as  tee  price  paid  in  tee  calculations  instead.  Devs  for 
winch  teoe  is  neither  a paid  price  nor  a bid  price  shall  not  be 
included  in  the  calculation,  lite  subscription  price  calculated 


in  this  manner  shall  be  rounded  off  to  the  nearest  whole  bona, 
with  fifty  ore  being  roanded  downwards.  (At  the  current  price 
for  the  Sandvik  Series  B share,  dm  corresponds  u>  a subscrip- 
tion price  of  approximately  SEX  215.1 

Those  warrauis  subscribed  to  by  a subsidiary  shall  be  divested 
to  employees  within  (he  Sandvik  Group  and  the  following 
main  terms  and  conditions  shall  apply: 

Tbe  right  to  acquire  warrants  shall  accrue  to  persons  who  are 
permanent  employees  on  26  May  1999,  or  who  are  employed 
oo  equivalent  conditions,  iu  Sandvik  AB’s  subsidiaries  (exclud- 
ing companies  which  are  part  of  (he  Seco  Tools  Group)  in 
Argentina.  Australia.  Denmark.  Finland.  France.  Italy,  Canada. 
Mexico,  the  Netherlands,  Portugal.  Spain,  the  UK.  Germany 
and  Austria,  as  well  as  approximately  300  senior  executives 
who.  on  26  May  1999,  are  permanent  employees  in  subsidiari- 
es in  other  countries  in  which  Sandvik  is  active.  Farther,  tbe 
right  to  acquire  warrants  shall  not  be  valid  if  the  person  in 
question  has  given  notice  or  been  given  notice  of  termination 
of  employment  prior  to  26  May  1999.  Those  who.  by  26  May 
1999  at  the  baest.  have  come  to  an  agreement  on  their  future 
permanent  employment  in  Sweden,  shall  also  be  considered 
permanent  employees. 

Members  of  the  Sandvik  AB  Board  who  are  elected  by  the 
Annual  General  Meeting  may  not  acquire  warrants. 

Employees  with  the  right  to  acquire  warrants  may  subscribe 
for  a minimum  of  100  and  a maximum  of  (.000  warrants. 
Subscription  shall  be  exercised  in  even  lots  of  50  warrants. 

The  alioonem  of  warrants  will,  in  die  first  instance,  be  carried 
out  so  that  each  of  those  who  have  applied  to  acquire  warrants 
receives  200  warrants. 

Secondly,  allotment  shall  - within  the  framework  of  a maxi- 
mum of 4,000,000  warrants  - be  made  to  those  who  have 
applied  to  aaptire  more  than  200  warrants  up  to  a maximum 
of  1 ,000  warrants,  with  the  same  number  of  warrants  bring 
awarded  to  each  person  in  accordance  with  tee  application 
submitted  for  the  acquisition,  but  in  even  lots  of  50  warrants. 

Dilution 

Upon  foil  implementation  of  the  convertible  issue  and  war- 
rams  offer;  and  full  conversion  and  full  exercise  of  the  war- 
rants offered,  based  on  a share  price  for  tee  Series  B Sandvik 
share  of  SEK  172.  and  a conversion  and  subscription  price 
determined  m accordance  with  tbe  above,  the  increase  in 
Sandvik  AB’s  share  capital  will  be  approximately  SEK  52  M. 
This  is  equivalent  to  a dilution  of  approximately  3.2  percent 
of  the  share  capaia]  and  approximately  0.4  percent  of  the  num- 
ber of  votes,  but  with  reservation  for  the  increase  that  can  be 
caused  by  a recalculation  of  the  convention  and  subscription 
price,  which  may  occur  as  a result  of  issues,  etc. 

19.  Decision  regarding  a nominating  oommioee. 

Other  decision  proposals 

Shareholders  representing  nearly  50%  of  tee  number  of  votes  for 
tbe  total  number  of  shares  in  tbe  Company  have  stated  teat,  regar- 
ding points  1 and  13-17  according  to  tbe  above  agenda,  they 
inland  to  vote  in  favor  of  tee  following  proposals: 

Point  I:  Percy  Baroevik.  Chairman  of  the  Board 

Point  13:  Eight  Board  Members  and  no  deputies 
Point  14:  Two  auditors  and  two  deputy  auditors 

Point  (5:  Remuneration  for  die  Board  is  proposed  in  an  amount 
of  SEK  1,800,000  (effective  1999)  to  be  distributed  between  tee 
Board  Members  iu  accordance  with  tee  Board’s  own  assessment. 
Remuneration  to  tbe  auditors  is  paid  in  accordance  with  ament 
invoicing. 

Point  16:  Members  of  tee  Board:  Percy  Bamevik. 

Georg  Ehrnroote,  Per-Olof  Eriksson,  Clas  Ake  HedstrSm, 

Clas  RculerskiGhi.  Mauri tz  Sahlin.  Arne  MArtensson  (newly  elec- 
ted) and  Lars  Nybeig  (newly  elected). 

Arse  Mirtensson  is  President  and  CEO,  as  well  as  a Member  of 
the  Board  of  Svenska  Handelsbankeo  and.  in  addition,  is  a mem-, 
ber  of  several  boards  including  Mo  och  DomsjB  AB,  NSringshveis 
Bfirskomraind  and  OM  Gruppen  AB.  Lars  Nybeig  is  Chairman 
and  President  of  ibe  NCR  Corporation,  Dayton,  Ohio.  USA. 

Point  17:  Reelectinu  of  tee  auditors  Lars  Svaniemacfc  and 
Bernhard  Ohm,  as  weO  as  the  reelection  of  deputy-auditors 
Peter  Markbora  and  Ake  Nfisman. 

Dividend  and  record  date  for  payment 

The  Board  of  Directors  proposes  teat  tee  dividend  for'  1998  is 
SEK  7 per  share.  Tuesday.  4 May  1999,  is  proposed  as  tee  record' 
date  fra1  payment  of  (he  dividend.  If  tee  Meeting  approves  this 
proposal,  it  is  estimated  that  the  dividend  payments  will  be  tfi- 
stribnted  by  ibe  Swedish  Securities  Register  Center  (VPC)  on 
Tuesday.  11  May  1999. 

The  Board  of  Directors’  complete  proposal  for  derisions  on  chang- 
es to  tee  Articles  of  Association  and  issue  of  convertible  deben- 
tures and  subordinated  loans  with  detachable  warrants  win  be 
available  from  the  Company  from  Thursday,  22  April  1999. 

Sandviken.  April  1999 

SANDVIK  AKTIEBOLAG;  (PUBL) 

Board  of  Directors 
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COMPANIES  & FINANCE:  INTERNATIONAL 


Real  tests  still  way  down 
the  road  for  DaimlerChrysler 

US  Investors  are  concerned  over  different  corporate  cultures  despite 
merged  group’s  gains,  say  Uta  Hamischfeger  and  Nikki  Tart 

DaimlerChrysler  Is  certainly 
trying  to  ceaaeare  US  loves-  ctienpiai  rntuiim hi  n« 
ton  concerned  that  the  StfOnpctte 

1ZB £, 


group  may  be  becoming  a 
little  too  Teutonic. 

At  its  annual  earnings 
conference  In  Stuttgart  last 
month,  co-chairmen  Robert 
Eaton  and  JQrgen  Schrempp 
broke  with  the  German  tra- 
dition of  reading  long 
speeches,  instead  briefly 
summarising  their  synergy 
and  performance  goals.  On 
the  buffet,  sausages  and  beer 
were  conspicuous  by  their 
aheroce. 

But  there  is  more  at  stake 
for  DaimlerChrysler  than 
issues  of  presentation.  Since 
Standard  & Poor’s  decided 
not  to  include  the  stock  in 
its  benchmark  SAP  500  index 
the  percentage  of  US  share- 
holders has  dropped  to  25 
per  cent  from  44  per  cent 
when  the  merger  took  effect 
last  November,  and  tbe 
share  price  has  iairgnifiTw»H. 

Add  that  to  the  difficulties 
of  merging  two  very  differ- 
ent corporate  cultures  and 
DaimlerChrysler  will  be 
closely  scrutinised  in  its  first 
year  of  existence.  Investors 
want  to  know  whether  it  can 
boost  profits  and  reap  tbe 
promised  €3bn  ($3.2bn)  in 
annual  synergies. 

The  group  has  started  on 
the  right  foot  In  1996  net 
income,  excluding  non-recur- 
ring items,  rose  29  per  cent 
to  €522bn  from  €4.06bn.  The 
group  has  set  strict  yard- 
sticks to  measure  its  perfor- 
mance - a 9.2  per  cent 


return  on  net  assets  (last 
year  it  achieved  11.6  per 
cent)  * and  Its  individual 
business  units  have  been 
tasked  with  a 15.5  per  cent 
return. 

Hie  problems  at  Daimler’s 
Smart  compact  car  and 
Adtranz  rail  systems  units 
may  offer  Investors  an  early 
chance  to  see  whether  Daim- 
lerChrysler acts  in  line  with 
its  goals.  Marketed  since  last 
October,  after  a six-month 
delay  following  technical 
problems  with  the  two^eat 
car.  Smart  lost  €14lm  in 
1996.  Adtranz  - which  Daim- 
lerChrysler has  fully  owned 
since  January,  when  it 
bought  out  partner  ABB  - 
lost  at  least  another  ClOOm. 

Though  DaimlerChrysler 
remains  upbeat,  saying 
development  costs  for 
Smart's  next  model  will  be 
considerably  lower  and  that 
it  will  make  Adtranz  profit- 


able within  two  years,  some 
analysts  are  growing  Impa- 
tient “If  Daimler  Is  serious 
about  its  [performance!  yard- 
stick. sooner  or  later  it  may 
have  to  consider  shutting 
them  down  or  selling  than.” 
says  Klaus-Jflrgen  Melzner 
at  Deutsche  Bank  in  Frank- 
furt. 

Those  two  black  spots 
aside,  the  integration  of 
Daimler  and  Chrysler  is  on 
track.  DaimlerChrysler  says. 
Analysts  agree,  saying  that 
this  year  alone  the  group 
should  easily  achieve  the 
planned  €l.3bn  in  synergies 
through  efforts  such  as  joint 
purchasing,  development 
and  production  projects.  The 
most  prominent  example  - 
using  Chrysler’s  factory  in 
Graz.  Austria,  to  produce  the 
M -class  - should  save  the 
company  €280m. 

But  shifting  production  is 
easy  compared  with  the  task 
of  integrating  people  - a 
task  Mr  Schrempp  himself 
has  admitted  could  take  up 
to  five  years.  “It  win  take 
some  time  until  a Stndelfin- 
gen  [DaimlerChrysler  fac- 
tory in  Stuttgart]  employee 
will  tell  you  that  he  works 
for  DaimlerChrysler.'*  he 
observed. 

Departures  of  relatively 
senior  Chrysler  employees 
have  also  raised  concerns. 
Chris  Theodore,  senior 
vice-president  of  platform 
engineering,  and  Sbamel 
Rush  win,  vice-president  of 

<ntanqrinn|T  nmiuftn-hmng 

and  mini-van  assembly 


Robert  Eaton,  left,  may  bow  out  as  co-chairman  wife  Jurgen  Schrempp  sooner  than  exported  Reuters 


operations,  accepted  vice- 
presidencies  at  Ford;  and 
Steve  Harris,  Chrysler's  wen- 
regarded  communications 
chief,  switched  to  bead  the 
same  department  at  General 
Motors. 

Speculation  about  other 
departures  abounds.  There 
have  been  suggestions,  for 
example,  that  Tom  Gale, 
Chrysler's  design  chief,  and 
Mr  Eaton  could  bow  out 
sooner  rather  than  later. 
“We  said  It  would  be  up  to 
three  years,”  Mr  Eaton 
remarked  recently  about  the 
planned  co-chairmanship 
period,  prompting  specula- 
tion that  he  might  be  gone 
before  tbe  year  2001.  At  the 
Stuttgart  press  conference, 


the  former  Chrysler  chief 
said  he  never  intended  to  do 
more  than  help  the  merger 
get  on  its  way. 

All  this  appears  to  con- 
trast with  DatmlerChrysler’s 
upbeat  advertising  campaign 
to  promote  the  benefits  of 
the  merger,  which  featured 
employees  from  both  compa- 
nies. ”1  think  people  are 
finally  realising  that  it  was 
always  a takeover,”  says  one 
US-based  investment  banker 
who  worked  oo  the  deaL 

The  real  tests,  however, 
are  way  down  the  road. 
Given  lead  times  in  the  auto 
industry,  it  could  be  several 
years  before  it  becomes  dear 
how  the  two  companies' 
design  and  engineering  func- 


tions have  meshed,  and 
whether  the  more  formal 
German  approach  can  sus- 
tain Chrysler’s  flair. 

The  group’s  US-based 
suppliers  agree.  Dana,  the 
Toledo-based  axles,  drrves- 
hafts  and  engine  products 
business,  was  working  for 
both  companies  before  the 
merger.  Bill  Carroll,  presi- 
dent, says  that  in  the  wake 
of  the  merger  Dana  made 
fresh  presentations  in  Stutt- 
gart - an  idea  the  US  com- 
pany initiated,  and  Daimler- 
Chrysler encouraged.  “This 
is  a very,  very  large  pro- 
gramme and  it’s  been  a very, 
very  short  period  of  time.  I 
think  the  thought  process  is 
Still  where  it’s  at,”  he  says. 


Bear  Stearns  announces  record  earnings 


By  Tracy  Corrigan  to  New  York 

Bear  Stearns  yesterday 
announced  record  earnings 
in  its  third  fiscal  quarter, 
which  ended  March  26.  of 
$204m,  up  32JB  per  cent  from 
the  comparable  quarter  the 
previous  year. 

James  Cayne,  president 
and  chief  executive,  said 
equity  and  fixed  income 


underwriting  was  “very 
strong  during  the  quarter” 
and  noted  that  Bear  Stearns 
acted  as  lead  manager  on 
several  initial  public  offer- 
ings far  internet  companies, 
the  hot  sector  of  the  IPO 
market 

Sma  Mottnaro,  chief  finan- 
cial officer,  noted  the  firm 
had  also  won  several  global 
underwriting  mandates, 


including  multi-bflllGn  dollar 
deals  for  Ford  Motor  Credit 
Company,  following  Bear 
Stearns’  development  of  its 
European  business.  Bear 
Stearns  now  has  a staff  of 
500  in  London. 

Mr  Molinaro  declined  to 
comment  on  whether  the 
European  operation  was 
profitable,  saying  it  was 
oompany  policy  not  to  break 


down  earnings  geographi- 
cally. 

Bear  Steams’  net  earnings 
per  share  of  $1.42  was  sub- 
stantially ahead  of  Wall 
Street  estimates  of  S1.15,  and 
up  from  $2.09  a year  ago. 
Annualised  return  on  equity 
was  23.7  per  cent,  compered 
with  21.4  per  cent  a year  ago, 
and  revenues  afX123hn  were 
up  17.1  per  cent. 


However,  for  tbe  first  nine 
months  of  its  fiscal  year, 
which  ends  In  June,  net 
income  or  $404m  was  17.2  per 
cent  below  last  year’s  level, 
due  largely  to  Bear  Steam's 
weak  first-quarter  perfor- 
mance. Commission  reve- 
nues, including  Bear 
Steams'  clearing  business, 
rase  8.4  per  cent  to  5245.1m. 
while  principal  transaction 


revenues  reached  a record 
5600.3m.  up  32.6  per  cent, 
reflecting  increased  cus- 
tomer order  flow  and  new 
issue  activity. 

Revenues  from  investment 
banking  were  up  16  per  cent 
to  $M9m.  primarily  due  to 
an  increase  in  underwriting 
activity.  Employee  compen- 
sation was  4&3  per  cent  of 
net  revenues  for  the  quarter. 


CZECHOSLOVAKIA  BANK  WARNING 

Komercni  says 
‘change  law  or 
losses  go  on’ 


By  Robert  Andereon  ta  Prague 


Komercni  Banka,  the  biggest 
Czech  bank,  has  warned  it 
win  continue  to  make  losses 
unless  the  government 
presses  ahead  with  its  priva- 
tisation mij  strengthens  the 
legal  position  of  creditors. 

Komercni  last  year  made  a 
record  Kc9.55bn  ($270m)  loss 
last  year  after  putting 
Kc21bo  Into  provisions  to 
compensate  for  the  impact  of 
the  domestic  recession  and 
stricter  central  bank  roles 
on  ooUateral  for  its  Kc53bn 
of  loss  loans  (for  which 
interest  is  more  thayi  a year 
overdue). 

The  hank  estimates  it  will 
have  to  make  another  KcTbu 
of  provisions  this  year  and 
Ko&Sbn  in  2000  because  of 
the  new  rules,  before  it  can 
return  to  profit  in  2001. 

"If  there  is  no  pilvatisa- 
tiou,  the  bank  is  strong 
enough  to  fulfil  its  obliga- 
tions, but  not  without  this 
negative  impact  on  share- 
holders," Jan  Kollert,  chair- 
man, said  in  an  interview. 

The  government  wants 
flnai  bids  for  its  49  per  cent 
stake  to  be  in  by  the  end  of 
December,  and  for  the  sale 
to  be  completed  in  the  first 
quarter  of  2000.  Before  priva- 
tisation Komercni  is  seeking 
state  capital  injection  to 
help  it  bear  the  provisioning 
burden. 

Mr  Kollert  said  that  by  the 
time  the  privatisation  was 
advertised,  next  June,  the 
government  needed  to  clar- 
ify how  much  capital  it 
planned  to  commit  and 
whether  it  would  guarantee 
some  of  its  loans.  Goldman 
Sachs,  the  government's 
adviser  for  the  sale,  has  rec- 
ommended a capital  increase 
of  between  Kc7.5bn  and 
KcS-25bn- 

But  Mr  Kollert  says  the 
government  can  also  help  by 
pushing  through  parliament 
this  autumn  a proposal  to 
allow  out-of-court  seizures  of 
loan  collateral  The  difficulty 
in  realising  real  estate  cdDat- 
eral  forced  the  central  hank 


last  year  to  phase  out  allow- 
ing banks  to  deduct  it  from 
loan  provision  requirements. 

Together  with  plans  to 

make  bankruptcy  procedures 

quicker  and  give  state  assis- 
tance to  selected  indebted 
companies,  out-of-court  sei- 
zures would  lower  provision- 
ing for  the  bank’s  loss  loans, 
which  represent  22  per  cent 
of  total  loans. 

“The  legal  framework  does 
not  allow  us  to  realise  collat- 
eral." Mr  Kollert  said.  “Debt- 


The  legal 
framework  does 
not  allow  us  to 
realise  collateral. 
Debtors  are  just 
laughing  if  you 
ask  for  payment’ 


ore  are  just  laughing  if  you 
ask  for  payment"  Because  of 
the  new  rules,  Komercni  has 
become  modi  stricter  in  giv- 
ing new  loans,  with  loan  vol- 
ume down  14  per  cent  last 
year,  and  it  has  helped  to 
force  management  changes 
at  some  problem  debtors 
such  as  Chemapol,  the  chem- 
icals conglomerate,  and  engi- 
neering group  Skoda  Plzen. 

Mr  Kollert  said  it  was 
essential  that  Komercni  cut 
its  dependence  on  loan  busi- 
ness and  use  new  products 
and  cross-selling  to  develop 
its  fees  and  commission 

inmrnu 

“We  wish  to  change  strat- 
egy of  our  bank.”  Mr  Kollert 
said.  "In  the  past,  the  hank 
underestimated  services  for 
private  clients  and  had  a 
negative  image  of  just  grant- 
lng  credits  to  big 
enterprises.” 

He  said  this  untapped 
potential  in  the  bank’s  22.000 
VIP  clients  «nd  364  branches 
shrmlri  make  Komercni  very 
attractive  to  a big  foreign 
bank. 
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FRANCHISING 


BUSINESS  SERVICES 


CONTRACTS  & TENDERS 
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Do  you  just 
want  to  make 
a living? 


Or  build 
a future? 


Print,  Copying  A Design  is  tho  Ufa  Mood  of 


And  as  an  owner  Of  a Kafl  Kwfk  Centra  you  wW  have 
die  perfect  Introduction  to  aW  those  bwtoewT, 

So  if  you  have  £45.000  to  invest,  the  «bttty  to  iruwg» 
your  own  team  and  enjoy  dosHng  with  customers, 
ofl  us  far  an  information  pick  quoting  Pft  *4 

TOEEPMONE  owe  J72QM 


CCMptoof  krcporatkmFfcwi  j 

IRELAND 1 — C22S 

BLEOFWUt £250  1 

DOMMCA _ USS380 

TCJ  ...  _ U8S4EQ  1 

■MctaBwtaMMvmfaMipammlanrfaoipaM  IRELAND 

^ i i.  T®J;  + 3531  661  8490 

Ftoe*3S3  1 66184aS 
1 " IT  town:  IrietCSLxom 

INTERNATIONAL  COMPANY 

ISLE  OF  MAN 
TO: + 44 1624  801801 
Fax  +44 1624  801800 
E-mail:  lomOtCSLoocn 

SERVICES  LIMITED 
The  Offahoi*  PmftmioMmla 
wwwICSLcam 

MAYFAIR  ESTATES  OFFICE 


omen  sums  and  noons  at 

- 8QCAKX.  HgLGRAVB  SflOARK. 

oxrosD  cntccs  a gkaitok  stkxit 
Poe  1-ZOO  people  • Luzastoudy  KehuMshed 
24  Bonn  Aooeas 


CALL,  LANDLORDS  DIRECT 


0271  491  4462 


IM  OKI’OK  V I J 1 <>l  K 
I'OK  MONO  I ( )|>  \\  ” 


LIVE  TELEPHONE 
ANSWERING  IN  YOUR 
COMPANY  NAME 

D<  tiic.itccl  line 
Alloc .itotl  opcr.ifor*! 

rv.ponjp  £< 

nrdcr  hantHinn 

messagemaH 

*44  (0)  171  692  67S9 
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BUSINESSES  WANTED 


INVITATION  FOR  BIDS  FOR  THE  SUPPLY  OF  COMPUTERS, 
PRINTERS,  SOFTWARE  AND  OTHER  EQUIPMENT 

IPB:T8-*CB-01 

1.  The  Government  of  Reputtfc  of  TWray  has  recehrad  a loan  (Uran  No.3541 A-TU)  horn  the 
htfamaflonal  Bank  al  Reconstruction  and  Development  (IBRD)  In  various  currencies  towards 
the  cost  of  Employment*.  Training  Prefect  ft  is  intended  that  pert  of  the  proceeds  of  tfito  loan 
wfl  bo  appiod  to  eHgftte  paymana  under  the  contract  lor  supply  of  equipment 

2.  The  State  Institute  of  Statistics  (SIS)  now  Invites  sealed  bids  from  elgibfe  Udders  hum  the 
supply  of 

computers,  printer*  and  other  refated  squtpmenL 

3.  Interested  eSg&to  bidders  may  obtato  further  Intormsttan  from  and  inspect  the  bldcBng 
documents  at  the  office  oft 

Employment  4 7teWn9  Product,  Prefect  Co-odtoraHofi  Unit, 

AtstOrk  Butvsri  No,  133,  Kat  7, 06640  BakanRJdax/  Ankara 
Tel:  {312)41831 18  fax:  (312}  418 1732 

4.  A consists  sat  of  WdtoB  documents  may  be  purchased  on  the  submission  of  a Witten 
appfcaflon  to  the  above  address  and  upon  payment  of  a non-ratundabto  fee  of  US  530  or 
gqrivaltt*  TUrWsh  Lira.  The  fee  wB  be  paid  to T.C.  ZEraat  Bankasi  Anttapa  StM  Ankara, 
T)w  Btete  instoirte  of  Slaflsttes  Account  No  (833)  106425.  Tbs  original  receipt  for  too  payment 
«8bs  presented  to  the  Project  CtwdnaSon  Unit  whenihettctfng  documents  are  coBected. 

5.  The  prevMons  at  the  instruction*  to  Bidders  raid  to  Ihe  General  CondWons  of  Contact  are  the 
pravWons  of  the  Warid  Bank  Stmdvd  BkXSng  Documents:  Proaxement  at  Goode, 

8.  Bids  must  be  dcSverad  to  foe  above  office  on  or  before  14KK)  hours  on  14  May  1999  and 
must  be  accxsTtoanfed  by  a security  of  at  toast  USD  20,000* 

7.  Btd»w*tra  opened  to  ih*  present*  betters' repra*enta9ws  who  chooe*  to  atiandan4ri» 
hours  m 14  Mey  1999 
■t  the  above  address. 


Office  equipment 
hire  company 

having  extensive 
central  London 
facilities,  seeks  to 
acquire  similar  well 
established 
organisation  with 
qualfty  management. 

Principal  only. 

Box  06373.  Financial  Times, 
One  Southwark  Bridge, 
London  SE19HL 
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The  international  specialized  companies  are  invited  to  participate  at  Tender  29  for  the 
import  of: 

1.  Pharmaceutical  preparations. 

2.  Hospital  sundries  (sutures,  dressing,  orthopedic,  heart  surgery  & dialysis  consumables). 

3.  Medical  laboratory  reagents  and  consumables. 

4.  Dental  materials. 

5.  X-Ray  films  and  materials. 

The  Tender  Brochure  and  list  of  items  and  quantities  can  be  withdrawn  from  Medical 
Supply  Organization,  A1  Maya,  Tripoli-Libya,  P.O.  Box  82753,  Tel:  021-4892311  / 
4892262, 

Fax:  02 1 -360 1588  / 4892076  or  the  Libyan  people’s  Bureau  Rome. 

Starting  date  is  15/4/1999. 

Closing  date  for  submission  of  offers,  to  Medical  Supply  Organisation,  is  31/5/1999. 

Payments  are  to  be  in  convertible  foreign  currency  of  die  following  amounts 


O 


i [ 


1.  Pharmaceutical  Products  Tender  No.  (1/29) 

2.  Hospital  Sundries  Tender  No.  (2/29) 

3.  Med.  Laboratory  Tender  No.  (3/29) 

4.  Dental  Materials  Tender  No.  (4/29) 

5.  X-ray  Materials  Tender  No.  (5/29) 


LJ>  500=Euro  1000/  Copy 
LX)  500=Euro  1000/  Copy 
LX)  30Q=Euro  600/  Copy 
LX)  300=Euro  600/  Copy 
LX)  30G=Euro  600/  Copy 


V 


Payments  are  to  be  cashed/transferred  at  the  account  of  the  Libyan  People’s  Bureau; 
account  no  ECL  90-4119131  UBAE  ARAB  ITALIAN  BANK,  Piazza  Venezia  H, 
Rome 

N.B.  Documents  can  be  withdrawn  from  the  Libyan  people’s  Bureau  Rome  from 
15-30  April  only. • • 
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BUSINESSES  WANTED 


BUSINESSES  FOR  SALE 


WANTED 


PLANT  HIRE  COMPANY  ( 
BUSINESS  WITH 
ACCOMMODATION  / 
MECHANICAL  PLANT 

Turnover  greater  than 
E4OQ.0QG  pfyear 


i-rrcoNSumNCY 
^SOFTWARE 
^ DATASTORAGE 
rr  PUBLISHING 
COMMUNICATIONS 


- FINANCIAL  RECRUntEMT 
FINANCIAL  MEDIA 
r+  FINANCIAL  CONSULTANCY 

» MANA6BHENT 
CONSULTANCY 


FOR  SALE 

DUE  TO  RETIREMENT 


THRIVING  VEHICLE  BREAKDOWN 
AND  RECOVERY, 

MOT  SERVICING  AND  DIRECT  SUPPLY  PETROL 
STATION,  ESTABLISHED  28  YEARS. 
TURNOVER  APPROX  «L6  M,  GOOD  PROFITS, 
WELL  MAINTAINED  FREEHOLD  PREMISES, 
WITHIN  2 MILES  OF  Ml. 

AGENCIES  FOR  GREEN  FLAG,  AA,  BRITANNIA  ETC 


ENQUIRIES  TO  BOX  B6358,  FINANCIAL  TIMES, 
ONE  SOUTHWARK  BRIDGE,  LONDON,  SE1  DHL 


N 
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FINANCIAL  TIMES  TUESDAY  APRIL  13 


BUSINESSES  FOR  SALE 
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^arsareju^ 
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m Rome  and  sacwSiyST^„[fS&,y'■  !?  reSstered "Ite 

<M  - the parent Hjuid^Kn 
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,8)  KfcJgroV,dB  «wa  tt»  SM  rf  GRUPPO  RME  be 

Tm  -OttUPPO  RW  UQUHMTOR,  PRQf.WV.  FliiniflHn  n-u  Beaman 

INVITES 

offfiemOn  "SauPPO  RMF  or  n parts  of  its 
[frfls*xis  01  *“  eomwnles  In 

SSiSS&S 

^*u®*  LeoNe,  Trtixitario  e Intamazkmale,  Pinti,  Rossi  Ragazz),  Longotanfi 
wtiidime  liquidator  entrusts  with  the  organisation.  co-ordination  ot  sate  and 

SSSSASS  airi  -*  * * 

SOWTBITOFTHEBtPHESSaMtDFIMTgtBr 

The  statement  should  contain: 

3.1  Emotion  try  to  Ktentty  tfw  mferestad  party,  Included  VAT  nuntw  and 
QXOOda; 

a?  2nS?S25^^  ew^sn*  and»H!h  r>0  intamieiferiBS: 

**  “»  ffttensted  rany.  usetm  In  imier  id  show 
ecaxCTfc  artf  flrancci  ppfentfal  and  boiuuiabfanesg  in  w»  id  its  planned 
Kdus&kxLTUs,  however  should  not  exclude  the  right  of  the  HquMatur  bask 
roe  mteresad  party,  even  at  a later  dale,  further  chrtfications  and/or 
certmcation; 

3.4  mewpWtaamanca  ol  Halan  law  and  ot  ttafcan  Jurtstfidiwi  only;  Trflwre*  dl 
• - Roma  being  iha  competent  JurtsaicSJon.  for  all  relations  foHmrina  the 
WdWBssfoncrt  Interest 

15  a^temertdecb/fnflttiatlhetetetionhas'beeniBadandemitectaxepfijd 
h aB  Its  parts; 

3-6  3 E0Clurftmefll  if*  to  drvuloe  any  information,  be  It  written  or  verbal. 

transmitted  to  (te  interested  party  by  the  Ijktuatetoi;  Aduteor  or  GRUPTO  RME 

f®  001  coltahoratos.  «nptoy»&  or  EStf-ejnptoyed  invohwJ 

m me  operations  connected  with  and  darivng  Iran  the  rapresson  of  Interest. 

OE/HMJgftMD  FOWMABPWE  OF  THE  EXPRESSION  Of  MTBttST 

The  sfcieront  containing  the  expression  ot  interest  shorid  be  addressed  to; 

4.t  SlutfaUvale.  Mmtario  e mtemazknXe.  PuoU.  RossiRagaxi.  Lxioatti*tijV\ 
Vb  Panama  68,  Rome.  00 138  by  registered  late,  sending  tax  as  warning  of 
deflvwy  on  tte  same  itato.  The  Advisor  ran  be  reached  on  the  Muring  speed 
number  00  39  06  B530133B.  00  39  OB  AS301404+  (fax): 

.4.2  and  it  should  be  sad  by  30*  Aprti  1993.  The  Uqmdator  resaws  the  ritfhft  to 
amsifer  expressions  ot  intefest  or  offro  arriving  later  than  the  dales  fnefcatad 
Jn  Wife;  Invtt&on 

jBBBBSSSSSm^SSSm • 

5.1  tt  fafetothBLiquMalor  id  a®  the  decision,  that  is  unappeafcble.  to  sten 


negoMom  wtti  am  or  more  subjects  wftto  w*  tow  semttelr  oqinBsronrf 
Mire^accorihngtnitKabORrnertiooedpoirib3aKl4,  ; - 

. Tliis^eeisNin.  whether  postdhieixnBf^^  wfl  ba  annmijm^iedl  In-art^  m 
. the  interested  parties  rrittim  seven  woriang  itys  from  raortpf  at-matteml 
tetter  as  in  point  4.  in  tha  former  case,  ihe  chosen  Interested  parties  «ffl 
receive 

a)  a tecteieer  contenina  Hormaton  ttw  the  Liquidator  daerrentannt  for 
he  purposes  of  Ihe  sate  or  sates  here  wnstifetwt  for  wteoh  an  . ware* 
has  been  aqmssed  according  to  ihe  farm  Ud  ai  in  Has  buittfon; 

b)  furtferWonn^v^  aspect  request  is  p«  to  ^Mrcot 
TbeinformanwsB^  wS  be  tram  13-Aprii  >909  id  «■  June  1999, 

52  The  UqrUriDrrBSEnas  Be  ritfri  to  require  tea  fttentensfedpartlea  or  some 
of  teem  put  down  the  sum  of  300000000  lire  b>  paranBB  in  a bank  book  In 
tra  name  of  FIM£  IpA.  In  BourdaHon.  Said  deposh  wfl  be  Nad-up  urfll  19'’ 

Missb. 

5J  The  ctepos#  wllbe  redeemed;  . 

a)  brfore18-iune199Bshou(d  tee  Interested  party  Worm  us  Of  drew  dadston 
not  to  note  an  otter 

b)  on  18*  June  1999,  Etaufcf  no  offer  arr^e  (ran  4 party  that  express*!  an 

faruGfcsfr 

c)  m 19*  July  1999  should  tee  liquidator  refuse  the  offer. 

t wKsmm&msmsE 

Once  the  Wonratire  stage  is  owe  Ihe  teterested  parbes  sdrnltEd  to  stage  sub  5 wB 
be  anDlDmatetesb  otters,  by  18*  June  1999; 

Otters  ■ - 

6.1  wfl  need  to  speedy  price  and  contracua  terms; 

62  wfl  need  to  contain  a statement  amounting  ttarthe  otter  ts  exctusAefy  era's 
own 

62  vffl  need lo  be  teeimcableiaffl  July  I?  1999  and  contain  a dedarabonlhat  the 
offering  parly  has  received  at  Uu  arionnadon  tor  the  purposes  of  ewteatteg 
teeptssfeae: 

* 6.4  wfl  need  te  contain  a dectealon  that  there  are  no  legal;  adnwtotrathe, 
(HHilmrliwI  nhPmrrinrpi  nnw"finn  tep  t”tetasn 
The  Liquidate  reserves  the  right  to  request  bun  the  oflering  poly  a test  demavl 
guarenm  Issued  try  a barfing  bank  guaranteeing  that  tea  ofcSgafans  denvfng  from 
tee  offer  to  ntegnrfy  frdOsd. 

7.  CttWaL0SWa0FP0«CH4S£  ; 

The  convenience  a offers  «A  be  evaluated  by  tee  Uqufctatot  vrtte  unappeiaable 
decision,  ter  Ihe  best  redBtelon  of  GRUPPOFByEEqtddatfarL  . 

TheUrukbteieflaimnsmk^tottnseartnittJdlDsteBesnbfi: 

7.1  tee  aceeotBnce  of  the  oBsrvffli  Invitation  to  appsar  before  a notary  pubic  who 
wfl  be  itaigrafcd  by  the  Liquidate  for  tee  conclusion  of  the  afc 

72  w tha  non  acceptance  of  tee  otter  suggesting  negotiation  In  order  to  ream  a 
possftleaflresfTBnf;  . - 

72  orthe-retusaiotoiftt, 

Having  Dcanioed  tee  otters  received,  the  Liquidator  also  reserves  tee  right  to 
compare  team  for  enmpatew  purposus.  atxon&no  to  whatever  form  tbs  Liquldater 
deans  appropriate  te  order  to  choose  the  most  conwraartL 
& HHAL  SPECMCAnOMS 

8.1  The  expiestian  of  interest  ss  in  sub  2 entafls  tee  imcanfflional  acceptawe  on 
the  part  of  tee  interested  party  of  aff  tee  daises  conteteed  b Ms  invitation 
towards  which  no  complaint  or  appeal  may  be  raised: 

82  Any  expense  or  onus,  rnctuifing  possible  fees  to  practitioners  that  the 
interested  andter  offering  party  have  commissioned  wfl  reS  entirely  wUh  tee 
rflerar. 

62  This  notice  does  not  constitute  an  offer  id  tea  pubfic  according  to  art.  1336 
itafian  dv9  code  or  soicflaODn  of  pubBc  saving  a art  1/18  Law  Jure  7*  1974 
nn2i8and  tear  morttcationQ  and  Wegratiorc 
84  The  Woonatar  sent  by  those  parties  saprassing  an  rterestiwa  be  used  solely 
tor  tte  purposes  of  ties  enrtation  and  wfl  be  aased  fotanng  a simple  request 
by  (he  interested  parly  (articles  10, 12 13  KaSao  law  no.  675/19961. 


, -ROHE  ' 

FUffS.pJL  m1iquldntioh'  *.FWHLEASIIIG&pXblii|uidatloa  • FUE  EflCTOIWffiS.pJL  to  Htptotafion 
Tte  UqiifefaitnK  ■ PmL  Aw.  Bortoaod'Atessamho 


A E Chitterbuck  Limited 

in  administrative^ receivership 

The  Jotnt  Admimstraws  /fecenws  offer  lor  safe 
as  a gong  concern  The  business  and  assets  of 
A E Chitterbuck  Limited.  Key  features  indude: 
m .In  bouse  design  and  manufacture  of 
domestic  bght  fittings  ud&smg  'Italian' 
sktHed  panting  techniques  ; 
m Turnover  area  £4m  par  annum  inducing 
£300k  from  fxtory.shcp  on  sne 
m Prmopal  easterners  wmprise  major 
high  street  retaders 

m Workforce  of  ffl  operating  from  lBOsebold 
premises.  conyxr$ing 53.000 sg  feet  ' 
inShhijey.  SbhhuH  MifesrAfa&nok 

For  further  u itut  nution  piaasexoatact  the  " - 
Joint  AdminisTrative  Hscsivars;  Kim  Baymer&or  ■ 
Wittfam  Tacon.  f msr  & 'fyung.  One  Coknore  Row, 
Birmingham  B3  2DB.Hdephone:  0121 2324151 

=ff  Ernst  & Young 

fanonl  mJmiui if  Tfc  W»^CAmnMn»*Ba  *. 

baftaJaai  WJ»  » • uJenmtrim* 


rCIIKISin^CL!] 


I NTERN  ATIONAL 


Ckvtral  Paris 


3 Star  Hotel 
•26  eo  suite  bednxxns. 

• Spariwn  receplfcM.  Inanp  «d 
break&tf  room. 

• ExccUcnc  iocaicn.  betoud  tbc  Pafaos 

Rcyd. 

18  ULUOK  FSk  nXEBOU) 

Aim  Office  RefafflTlOlO 

+33(0)143129880 


FRI-NLH  ALi'S 


3St«  Hoxel,Sci  Resott 

•40  cb  safes  lestotbedmoiBL 

- iwm  Wmpr  wirti  h»r 

bmktostnMm 
•Tdlj  oj*i|iyalg>ii.lBMHl 
swimming  pool.  ittiBi, 
I2mJJtXi  Eft  REEBOLS 
Pans  Office  Ref  aUFTtim 

+33(0)  143129888 


Fre.vch  Rimer  a 


Hotel,  Nice 

■ ■QMetbrq;  betbooms. 

• Imwiwl  area  of  IOJXXJ  sq  ft. 
•Con^tie  refaftwhateni  of  propeny 
required. 

MS  Mount  JEb  ibeebold 

Paris  Office  Ref  86/FT1032 

+33(0)143129880 


1 Bora,  Stockholm 

• 190  taring  bednnms. 

• Resunant  and  full  senice  bar. 

. • Con&stnce  facflnics  t I30j- 

• FnB  mining  firilirin/wiiiiuui/ 
sauna. 

OREBScnsisamor 
5R.MMM  SffQK9S  CttJWNS. 
tMhi  Office  RtfSVTI22 

+44(0)1712270747 


i!5.ST!t  £•  CO  I NT  rr  NATION  A*.  OFFICES: 
Lontfcn  * Fhaiwjp.t  • Paf.is 


SJLJSASEDWlNDqW 

r l fABR«SWOR'_^ 


RARE  OPPORTUNITY 


. RAPBX.Y  EXPANDING 
. ASBESTOS  , 
REMOVAL  COWANY 
SOUTH  WEST  Ofl.  EMQLAtO 
96 t/O  060.000  - 
-net  pro*  £535,000 
Projected  99  "HO  £12  mBfion 

net  pro*  £1,000.000 
Vtery  Low  Capital  Base 

£X2  mffiion 


• n.  . v dn-fiM  1 himi  ii  ri.i  r Tin  Colaa  BuJVh  ,4 

TLk,  TJK  BE  >TEWARX  ’KABNDl  INiTSl’MENTS  im 

VEHICLE  INSTRUMENTATION 

Designers /Manufacturers 

□ Specialise*  in  dw  commercial,  agricultural,  marine 
and  construction  vehicle  markets 

p Bespoke  designers  of  speeder's,  tacho’s,  instrument 
panels  and  ancillary  products 
3 Esr.  ow  40  years  with  Hue  chip  client  base 

□ T/O  for  year  ending  3i.12.98  - c£2.3  Million 

□ 30X00  fr  modern  leasehold  factory  in  Letchworth 


BUSINESS  OPPORTUNITIES 

m-tnOT**  nflf  RFlmVMC**r>,:T>  113  APPROPWATE  pROFfcSEXINAL 

K™UC™  "wVICS  BHISRE  ENTERING  WTO.  COMBTMENTS 


An  MBI  or  start-up  is  a full-time  job 

www.buyin.co.uk 


CnocKf;  Cml  HlB 

_ EDWARD 

P SYMMONS 

2 Swdwnrt  Smscr  . 

f Mlllw  Pcj^t 

UvwkcSQ  IRQ 

fi*w  OUI -W7  SO  ' 


BAKER  TILLY 


^ti  1 III  tel  dll  •>*  dill  ■ 

plw  ■ *J  to  .•’’Tl  rm  Itei  teuN 
dter  Lte-iiflic  ef  Aflinnl  V ■' 

■U-We-JJQJM' 


Tel:  0171  955  8454 


. £ M \ VM.I8S  ri 


0161  935  8100  Springboard 

1 


Emrinmmeirtally  WBndly 


plastic  using  state  ot  Am  art 


conunercial  products. 

TAJ  £3mp.3.wfth  strong 
growth  prospects. 


funds  requited  Elm 


C;;;'.‘.;-.cI  K G Wlvte. 

Chartered  Aczzx'A:. 
(road  SI.  Oxfirn  0X1  3 A 
PV.v-+:';: 


Fen-  free  bttormabon  cpnUct 
CROV^ TRUST  UMTCED'  : 

2- Hocoi  34  I>Kid  »»«■ « H*Ber. 

Jeesey  JQ4TE 

let  (015341 878774  Fax:  (01534)35401 


FOR  SALE 

SPECIALIST 

FABRICATION  COMPANY 
TO  THECONSratJCTON 
WDllSTHY 

(in  Southern  England)  . 
PRINCIPALS  ONLY 

BoxB6368,  financial  Times. 
One  Souttawaifc  Bridge, 
London  SEl  9HL 


•<aotaI*al»ngte«»wd  . 
Itvit  v Ito*  No- 

PlnMial  Ttaes.  One^ S»U>war» 
London,  SKI  *HL 


We  want  your 
busHiess. 


F or  more  uitaTTtftioo  «5  fW"*1-' 
arfvcrbsiin;  lAoasc  ci*: 

7c f;  -44  171  S73  3349 
Fax;  ■<44  175  S73  30&4 


Ttmrixnt  (nuistirn'iif 
M trad; vc  !‘n ■' 


COMPANY  NAMES 

FOR  SALE 

m 


Leabm&  Bosbess  Magazme 
and  Burst’s  Guide 

* Estefc/isfwd  TEfnnation 

* ABC  tinadafee  (controUedJ 

* Strong  customer  base 

* 10  ssws  pa  plus  Buyer's  Bitefe 
to  Qufldypmdnc&on 

* VUudtiadflatese 

ffeplyte  Bte  B6»7.  Randal  Tows. 
0m  Soutbaart  Bridge.  London  SEl  flHL 


HOTEL  SITE  Manchester, 

Commonweal^  Games  Statflum. 

Fufl  FyP  tor  57  bedroom  hotel. 

On  tea  Sams  site  of  an  existing 

AMERICAN  DINER. 

For  leave  or  sals  of  site  and  dtew 
MrRothwofl. 
Manchester  cabins. 


Phone  0161  202  3333 


(HKIS  I II .^  ( U 


Surveyors.  Valuers*  ACTN75 


Soi;th  Lancashire  It  Wes  i Midi  ands 


Hohl 

• 24  eo  suite  letting  bedroom*. 

• Resunuiuu  (50L  bar  (30L  kwsic . 

HOt  Htccychiinf  owner *« 

KxomtBOdalieD. 

•' no  JUST  «d  30.1138  £300.484  etc 
VAT. 

• Function  room  (20).  Ctffwric  {SSL 

E95j000naEBOU) 

UaBcfteriar  Office  Rt$  S6fFT4UfiRfBCl 

0161 833  3311 


Restdemial  Case  Home 

Recctered  FOR  14  ' 
•finable  for  ebattgr  of  category. 

• Rim  voder  management. 

• Owner's  accommodation. 
S22&800  REBBQCB 

Iptwich  Office,  MtfMFT74J91MSt 

01473256588 


Highland  Family  Hotel 

• Beautiful  txxcL  7 bedrooms  (S  en 
suite),  lounge  ban  (fireng  room  (S4X 

• Owner's  3 apartment  flat,  garden, 
private  car  pauk. 

• Wdl  appointed  ihnmgbooL 

• Escrflwn  T/O  and  profits. 


Hotel 

• ProosiKfK  kwh  centre  loca&on. 

■ 33  en  suite  bedroesM.  eonferecce 
room  (SOj,  Beatmamt  CSOj.  taange 
bw  (100). 

• Exccfiad  scope  to  increase  fade, 

• Easy  access  fixup  raottm&ay. 

• Sepmrelomgeiac 

OflEBS  IKVIXED ISEKB0LD 
Kmlnitau  Office  Ref  58fFT42325tHBI 

01214561222 


Soli  d West 


NVKStNG/RESnjBKnAL  Hmffi 

Rbggtebkd  fob  52 

1 •MBtegementnm. 

• TTO  £15/X»  per  week  from  48. 
•Good  lauflfahUi^.  Extensive 
inventory.  2 passenger  lifts. 

-3  Icongca- 
£L395^M  FUESHD 
fireter  Office  B432/FT79647MBI 

01392285600 


Ph*,StMa»tsCrav 
■ 4 bedroom  owner’s  accomnuxtarkm. 
•2  baroperatiou. 

: -Trade gardenia icsl 
• Estattofaed  aq  led  trade. 

I • Prananeiu  comer  pke. 

-Advised  irimga  £205,000  na  VAT. 

£75JMlEASraOLD 

Lmiem  Office  KefOtWFTSSlSJ/FEI 

01712270700 


£2M^800  CBBEBOLD 

Edinburgh  Office  Rtf  52/FT4435&HB  1 

01315576666 


0=?iC£S  AT;  L0M3ON  • BIRMINGHAM  ' B?.'.STOL  • EDINBURGH 
Ex Et£r  • Glasgow  - Ipswich  - L?sd*i  - Majoston-'  • Manchsstes 
Milton  Ksym«4  • Nswcast.f  • Nottingham  Winchusts, 


THE  DARESBURY  WING 

Private  Hospital 

The  Joint  Administrative  Receivers  offer  for  sale  the 
assets  of  this  private  hospital  situated  in  die  grounds  of 
Warrington  NHS  Trust.  The  hospital  consists  of: 

• Purpose  built  30  bed  accommodation  - construction 
completed  in  1998. 

• 2 fully  equipped  operating  theatres. 

• Registered  to  provide  full  range  of  medical  and 
surgical  procedures  including  paediatrics. 

• In-house  X-ray  facility. 

For  further  information  and  a sales  brochure 
please  contact  Anne  O'Keefe  or  James  Gleave  at 
Buchler  Phillips,  18  Oxford  Court,  Bishopsgate, 
Manchester  M2  3WQ- 


Buchler  Phillips 

financial  recovery  and  restructuring 

I . 

LUTON  TOWN 
FOOTBALL  & ATHLETIC 
COMPANY  LIMITED 

(In  Administrative  Receivership) 

The  Joint  Administrative  Receivers,  W J Kelly  and 
1 P Phillips,  offer  for  sale  as  a going  concern  the 
business  and  assets  of  Luton  Town  Football  & Athletic 
Company  Limited. 

• Football  Club  established  in  1895  currently  playing 
in  Nationwide  League  Division  2. 

to  Turnover  of  £2.2  million  for  the  9 months  to 
February  1999  (exclusive  of  transfer  fees). 

• Contractual  rights  under  players'  contracts, 
to  Membership  of  Football  League  Division  2. 

• Potential  for  new  ground  development 

For  further  information  contact  by  fax  Andrew  Foster 
or  Mike  KJenlen  on  0171  629  9444  at  Buchler  PhilBpa, 
84  Grosvenwr  Street,  London  W1X  9DF. 


Buchler  Phillips 

FINANCIAL  RECOVERY  ARC  RESTRUCTURING 


Sandwich  Bar 

DtenefMMter  CHy  Centra 

• prime  site 

* YfT  EB.5O0  under  managormrn 
♦ equipped  k)  highest  standard 
* fantastic  potential 
Uup 

Rent  £327  pw.  BUS  £195,000, 
Ref:  3975 


HARVEY  Sfl-VB?  HODGKMSON 
0161-833-2000 


HUNTED  CIRCUIT 
MANUFACTURER 
FOR  SALE 

Long  astabBshad  PCB 
manufacturer,  based  In 
South  of  England 

• ExcsIcW  customer  M 

^jodafcKig  h high  w**  sricri-fio  wert 

•ISOSCOEtiiflMiBt7CBflficatepn 

• Turner  £223m 

• SabdtMloiBflunuN, 

Wrfio  to  Box  IWI.firtancto  Times, 

OnSnAwok  Bride* 

London  SEl  OIL 


SALE 

MIDLANDS  HOTEL 

£3  MILLION  TURNOVER 

2D  YEARS  OWNERSHIP 


Box  88372,  Rnandal  Times, 
One  Southwark  Bridge. 
London  SEl  9HL 


Well  known  Prestige 
Sports  Boat  Builder 

For  Sate-— 

West  Midlands 
After  several  yean  Investment  in  design 
ml  in  buflfinpa  fi®  ctess  protect  raoj^, 
further  etat  Is  needed  on  commerca 
devetopment  to  mate  this  a vftUe  buEfrra. 
lbo  tactiftos  are  My  equipped  to  a Wgh 
steidard  Including  10.000 feet  ol 
factory  for  sale  or  for  tease. 

totarasted  prineiRata  only  eonfSHd: 

C 1 Thomson,  Uokey  A Co. 

8 MnmwlBidi  3n«L  Wtinfaitoa  WM1JIK 
TMeph»Kll192565DTO  FttOH054Wa5 
^Met•  iftiYimttfnrifiiT.iifci 


B i s i \ l s s I s F ()  u s \ 1 l 


Stainless  Steel  Cable  Management  Systems  -UX 

t/o£3.6ffl  ‘98  f*97£3Jm,’9<5  £3m),  57%  GP,  £1^3jm_NPJprc  tax  & ttorectenX 
est  15+yrs,  manufecture  & sales,  average  monthly  spend  per  enstotoer  £640  from 
50O+- active  cnstDmers  (UK  83%,  1 7%  EU&  rest  of  world),  muW-lingjial  telesales, 
very  confidential  retirement  sale : offers  c£ll*25m  «t«akv 


The  Joint  Administrative  Recovers,  David  Wilson  and 
Robert  Hunt  offer  far  sale  the  business  and  assets  of  this 
Darlington  based  company,  a manufacturer  of  furniture. 

Mndpal  feature*  of  the  business  inefadts 

• annual  turnover  £2.4m 

• fully  equipped  manufacture^  facility  within 
a 56,000  sq  ft  freehold  industrial  property 

• customer  base  faefudes  major  High  Street  and 
catalogue  retaHers 

For  farther  information,  please  contact  David  WHson 
or  Ian  Lester  of  PrioewaterhouseCoopers, 

89  Sandyfond  Road,  Newcastle  Upon  Tyne;  NE991PL 
Td:  0191  232  8493.  Fax:  0191  261  7353. 


wCa^ot  V attuVid  by  Aw  kdh«  a CMmd  / 
InEtoidvrivMinanrinkwniiMbHkai 


DOMINO 

PROMOTIONS  LIMITED 

(In  A*rtnbliaft«  Recetoerah|p) 

The  Joint  Admirusftcrtive  Receivers,  Simon  Bower 
and  Daniel  Smith,  offer  for  sale  the  business  and 
assets  of  Ihe  above  screen  printing  company, 
based  in  South  Essex. 

♦ £2.5m  - £3m  turnover 

♦ Blue  chip  customer  base 

♦ Long  estabBshed,  flexible  workforce 

♦ Modem  lecEehold  premises 

♦ Large  format,  point  of  scale  design  and 
exhibition  equipment 

For  further  Informcrifon,  please  contact  the 
JoIniA^nbilstratfve  Receivers 
Sbnon  Bower  or  Dailel  Smith 


ROBSON  RHODES 


q«HM*d  AccwmnB 


RSM 


1 B6  aty  Road.  London  EC1V  2NU. 

Tot  0171  865  2564.  Fax:  01 71  253  4629. 

Boa«nBlw<to«hodrMtoteltiyBtolnNn»4Aoia»DitowdAccouiwnii 
to  ti^iond  and  imtiw  to  cany  an  tnvasknm  bufliws. 


1 


Sportswear  and  Sports 
Equipment  Retailer 

East  Anglia 

Buaness  aid  assets  ol  a wet  esabfched  sportswear  and  sp^ns 
goods  retailer  a®  for  sate  duo  ro  impending  rel.mmenl. 

■ E-yahtshed  25  yfars 

m 6 branches  comprsmg: 

a 1 outdoor  actMies 
■ 5 gerwal  sports 

■ AnoeHumovBrc£17m 

a 33  emptoyees  pndudng  part-time) 

■ 2 iroehcidSu  4 laaseholda 

■ Ideal  dpportiffity  for  an  ertstng  operator  to  obtain  synergy 

For  further  detafe  pease  contact.  Graham  C.  Rad. 
Grant  Thcvrtcn.  Crnwn  House.  Crown  Sjieef. 

A Ipswich  IR1  WS 

^ W:  01473  221491  Fax:  01-173  286206 

ft  fwN\  Vlfefci  Sfta  ftep^iYvvwgrwt-thomf^^ 

IM  Grant  Thornton  S 

e.  I L-  Bl  \ I hr  UK  mrrfcer  lim  al  Or  j-  fnce*t»  tnnmunul 

t \L  Jtf.  I htmmcjXI X ly  lniieu»  a ctuncrac  f^cu.-nrc. 

\ \ I / \ l m England  ana  iKwe  re  ejny  sn  rnm^mml  wnni 


’ AUSTHAUA 


THE  OLYMPIC  CITY  YEAR  BOM 


FOR  SALE 

Privately  Owned  and  Operated 
45  Room  Boutique  Hofei  in  Prestigious  Rose  Bay 
Waterfront  Position 

Pfus  Luxurious  Presidential  Suite  Over  Looking  Rose  Bay 
► Licensed  Restaurant  and  Bar- 
Indoor  & Outdoor  Sealing  for  up  to  1 20  persons 
> Function  Room  for  up  te  120  persons 
> Off  Street  Paridng 
> Two  Swimming  Poote 

Unique  Opportunity  to  acquire  Waterfront  Real  Estate 
of  Three  Btocfcs  on  Two  Tides  including 
Fully  Operational  Hotel  and 
Four  Bedroom  Adjoining  Luxury  Residence. 

Afl  Gonfldonftal  Enqufrfes  to  Oavfd  Newgrasii  Hwf  Estett 
Austrafie:  (61)  418  246374  24  Hera  7 Days 


PHARMACHEM  SALE 

Long  established  international  pharmaceutical  trading 
concern,  bulk  actives  - some  joint  venture  production; 
retiring  beneficial  owner  seeks  sale  or  might  consider 
suitable  merges-. 


I J !k®3 1 BLte"  Kl# S I *i  i i*  •:^r^  n>-is:l >;:^ol=i>>.ltif: 


Fax:  44  (0)1923  838128 


i business  Brokers  i i 1..nnl\  -lovi'iii,:: 

( !>:' !!</ciuiil‘i!i'  (i!UI!  o'.'Hl’Clt  0171  ^ol  12/0  ’A  \\  . 1)  ll>  i |1  C 


csfors.  ilc.ru.  iik 


The  Adniniilutor  o6en  tor  sale  the  hemes  and  mas  of  tha  Suite  Cus 
toed  confectionery  and  inetoaore  nureAxtim 
totodyal  bUmcc  loctodt: 

.•  lumrver  of  £■  milBon 

- DedfeaM  worUocte 

■ touUy  reshveued  opeoiim  & sofiri  cuflcsnct  b^e 

F«  further  infemuiton.  ptaw  conuct  to  ihe  fini  iraunar 

Robert  Schnekfennsn  or  liu  feoldiBof The  MxDcnuld  Pastncnfaip  Me. 

2t-»  OW  Owidi  Sweet.  Owkea.  London  SW3  S8Y 

Id;  0171  460 WOO  Fix:  0171  460(001 

Sffd  The  Macdonald  Partnership 

Ai6aikaik*»***iiaiie*&Am*e*M*tiWMttjeiel 

WliBBUalluraliiilwi 


f MICRO  RELAYS  ^ 

Product  with  associated  equipment  arid  martufacturing  ^now-how”  for 
s^b.  Automotive  customers  in  Europe  and  North  America.  Associated 
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Fitter  future  for  Ford  as  Nasser  takes  the  driving  seat 


COMMENT 


Car  group  has  its  sights  set  on  becoming 
a consumer  business,  says  John  Griffiths 


Jacques  Nasser.  Ford's 
president  and  chief  exec- 
utive since  the  beginning 
of  this  year,  wants  to  do 
more  than  make  Ford  the 
world's  leading  automotive 
company  - his  ambition  is  to 
make  it  the  leading  con- 
sumer services  business.  The 
planned  £lbn  (Sl.Bbnj  take- 
over of  Kwik-Fit.  the  UK 
automotive  after-market 
group,  is  one  of  his  first  sig- 
nificant steps  towards  ach- 
ieving that  aim. 

Provided  Kwik-Fit  share- 
holders do  not  balk  at  the 
all-cash  deal  - regarded  as 
highly  unlikely  by  analysts 
- Ford  should  at  a stroke 
gain  access  to  some  of  the 
most  valuable  parts  of  the 
UK  automotive  market  that 
until  now  it  and  its  dealers 
have  not  been  able  to  reach. 

If  all  goes  according  to  Mr 
Nasser's  vision,  the  struc- 
ture Ford  is  putting  in  place 
in  the  UK  to  tap  all  sectors 
of  the  after-sales  market  cov- 
ering servicing,  repairs, 
replacement  parts  and  even 
insurance  will  then  be 
exportable,  first  to  continen- 
tal Europe,  then  emerging 
markets  round  the  world 
from  central  and  eastern 
Europe  to  Latin  America. 

The  one  region  where  Ford 
is  resigned  to  it  not  working 
- at  least  not  without  mak- 
ing other  acquisitions  that 
would  dwarf  Kwik-Fit  - is  in 


its  own  backyard  of  North 
America.  Competition  from 
established  automotive  inde- 
pendents such  as  the  Sears 
group  and  Midas  is  simply 
too  tough.  Ford  executives 
acknowledge. 

Ironically,  some  analysts 
believe  that  by  buying  Kwik- 
Fit.  Ford  is  implicitly 
ack now  1 edging  the  partial 
failure  of  efforts  by  its  own 
UK  dealer  network  to  com- 
pete effectively  with  well- 
managed  independents. 

Nor  is  it  alone  among 
manufacturers.  General 
Motors,  with  Master-Fit.  and 
several  other  big  carmakers 
have  launched  an  assort- 
ment of  fast-fit  and  other 
after-market  service  pro- 
grammes aimed  at  retaining 
or  attracting  customers  who 
desert  the  service  premises 
of  franchised  dealers  the 
moment  their  new  car  war- 
ranties run  out,  or  who  typi- 
cally buy  and  run  cars  more 
than  three  years  old.  Succes- 
sive surveys  indicate  that 
both  types  regard  franchised 
dealers  as  much  more  expen- 
sive and  less  service-oriented 
than  large,  specialised  inde- 
pendent aftermarket  opera- 
tors such  as  Kwik-Fit. 

Ford's  own  figures  show 
that  its  franchised  dealers 
have  only  21  per  cent  of  the 
potential  after-market  busi- 
ness for  Ford  models,  and 
that  once  a Ford  is  three 


Jacques  Nasser:  plans  to  create  an  exportable  structure  Reuters 


years  old  or  it  passes  out  of 
company  ownership  to  a pri- 
vate buyer,  franchised  deal- 
ers lose  sight  of  it  as  a 
source  of  revenue  for  servic- 
ing and  replacement  parts. 

In  the  mid-1990s  Ford 
launched  Rapid-Fit,  its  first 
scheme  aimed  at  extending 
the  reach  of  its  dealers'  ser- 
vice operations.  These  were 
fast-fit  operations  similar  in 


concept  to  Kwik-Fit.  owned 
by  Ford  dealers  but  in  sepa- 
rate premises.  The  original 
concept  envisaged  Rapid-Fit 
eventually  opening  the  door 
to  the  market  dominated  by 
Kwik-Fit:  primarily  buyers 
and  users  of  cars  more  than 
five  years  old.  80  per  cent  of 
whom  - crucially  from 
Ford's  point  of  view  - are 
not  Ford  owners. 


Rapid-Fit  has  given  Ford 
some  success,  with  cars  up 
to  five  years  old  increasingly 
using  the  outlets.  But  scepti- 
cism about  manufacturer- 
driven  after-market 
operations  remains  wide- 
spread among  the  type  of 
customer  that  Kwik-Fit 
senes.  Ironically,  this  is  in 
part  because  of  the  very  tac- 
tics used  by  some  manufac- 
turers to  win  back  business 
from  the  independents. 

Swingeing  cuts  by  BMW, 
Volvo  and  others  in  replace- 
ment parts  prices,  specifi- 
cally to  attract  drivers  of 
their  older  models,  have 
occasionally  aroused  suspi- 
cions that  franchised  dealers 
are  charging  excessive  mar- 
gins on  components  com- 
pared with  independents. 

But  the  roughly  2.000  out- 
lets owned  by  Kwik-Fit  will 
give  Ford  a dominant  posi- 
tion in  the  UK  fast-fit  after- 
market.  and  a presence 
almost  the  length  of  the 
sales  3nd  service  chain  from 
showroom  to  scrap  yard. 

Ford's  plan  is  to  replicate 
this  structure  progressively 
through  Europe  and  beyond. 
It  can  contemplate  doing  so 
because  the  after-sales  and 
service  markets  in  most  of 
continental  Europe  are 
much  more  fragmented  with 
few  chains  and  none  of  a size 
or  efficiency  to  match  Kwik- 
Fit.  SMK  Speedy  Interna- 
tional. the  continental  Euro- 
pean chain  Kwik-Fit  bought 
last  year,  is  among  the  lead- 


ers. with  375  outlets  in 
France.  24  in  Belgium  and 
three  in  Spain. 

“There  are  tremendous 
opportunities  to  utilise 
Kwik-Fit  skills  across 
Europe."  says  Ian  McAllis- 
ter. chairman  of  Ford  of 
Britain. 

And  the  acquisition  is  in 
turn  part  of  a still  broader 
strategy. 

Increasingly.  Ford  has  also 
been  acquiring  dealerships. 
The  intention  is  that  more  of 
the  total  revenue  that  can  be 
derived  from  automotive 
manufacturing,  sales  and 
services  goes  into  its  own 
pockets.  This  is  in  line  with 
the  twin  targets  set  by  Mr 
Nasser  of  a 5 per  cent  return 
on  sales  - volume  vehicle 
manufacturers  typically 
manage  2 per  cent  - and  7 
per  cent  annual  revenue 
growth.  Kwik-Fit,  with  its 
operating  margin  of  1Z5  per 
cent  last  year,  gives  an  indi- 
cation of  the  potential  he 
wants  to  tap  into. 

Under  Mr  Nasser's  vision. 
Ford  will  measure  itself 
against  world-class  con- 
sumer businesses  in  what- 
ever business  they  operate, 
rather  than  the  traditional 
yardsticks  of  rival  auto- 
makers. 

“The  whole  pitch  is  to  get 
much  closer  to  the  consumer 
than  the  average  automotive 
company."  says  Andy 
Eggleston,  principal  consul- 
tant at  AT  Kearney's  auto- 
motive practice. 


Dixons  considers  sale  of  Freeserve  stake 


By  Peggy  HoUinger 

Shares  in  Dixons,  the  UK's 
largest  electricals  retailer, 
yesterday  hit  an  all  time 
high  as  the  group  indicated 
it  was  considering  selling  a 
minority  stake  in  its  Frees- 
erve internet  service. 

John  Clare.  Dixons  chief 


executive,  said  Credit  Suisse 
FirstBoston  and  Cazenove 
had  been  appointed  "to 
explore  the  strategic  alterna- 
tives available  to  enable 
Freeserve  to  realise  its  full 
potential". 

He  said  this  could  include 
a potential  initial  public 
offering  of  a minority  inter- 


est in  what  was  the  first  ser- 
vice to  offer  free  access  to 
the  internet  in  the  UK. 

Dixons  shares  jumped  I14p 
to  1564p.  the  biggest  percent- 
age rise  in  the  FTSE  100 
index  of  leading  stocks, 
reflecting  the  market’s 
obsession  with  internet 
investments.  It  is  thought 


Dixons  is  keen  to  realise 
value  out  of  this  enthusiasm, 
having  seen  its  own  shares 
jump  by  85  per  cent  since 
the  beginning  of  the  year. 

Since  its  launch  in  Sep- 
tember. Freeserve  has 
become  the  UK's  largest 
internet  service  provider, 
with  more  than  l.Sm  sub- 


scribers. The  service  has 
been  credited  with  revolut- 
ionising internet  usage  in 
the  UK,  which  at  14  per  cent 
of  the  population  is  less  than 
half  that  achieved  in  the  US. 

Analysts  said  Freeserve 
could  be  valued  at  more 
than  £2^bn  (S4bn)  if  Dixons 
opted  for  a partial  flotation. 


To  the 

shareholders 


GN  Great  NonficlM 

< S-wi  •■U.nturKi.., 


The  Annual  General  Meeting 

of  the  Company  will  be  held  on 

Tuesday  27  April  1 999  at  3.30  p.m.  ‘ 

ar  the  Falkoncr  Centra.  Falkoner  Alle  9, 

DK-2000  Frcdmksberg,  to  transact  the 
following  business: 

a)  Report  on  the  Company's  activities 

b)  Presentation  of  the  annuo!  accounts  for  approval  and 
discharge  of  the  Board  of  Directors  and  the  Executive 
Management  from  their  obligations 

c)  Resolution  for  the  distribution  of  the  net  profit  for  the 
year,  including  the  declaration  of  a dividend  on  the 
shares  of  the  Company 

d)  Board  resolution  to  amend  Article  S H I.  1"  sentence  of 
the  Articles  of  Association  (place  of  general  meetings) 

e)  Board  resolution  to  authorise  the  Board  of  Directors  to 
transfer  DKK  60, 176,236  from  the  Company's  share 
premium  fund  to  free  reserves  (other  reserves) 

f)  Resolution  chat  the  Board  be  entitled  co  acquire  up  to 
10  per  cent  of  own  shares 

g)  Election  of  Board  members 

b)  Appointment  of  2 auditors  for  the  period  until  the  next 
annual  general  meeting 

According  to  Article  16  of  the  Articles  of  Assodarion.  the 
resolution  proposed  under  item  d)  on  die  agenda  can  be 
passed  only  insofar  as  ar  least  one  fourth  of  the  share  capital 
is  represented  at  the  Annual  General  Meeting  and  insofar  as 
the  resolution  is  carried  by  at  least  two  thirds  both  of  the 
votes  cast  and  of  the  voting  share  capital  represented  ac  the 
meeting. 

In  the  event  that  the  required  amount  of  the  share  capital  is 
nor  represented,  but  where  the  resolution  is  carried  by  rhe 
qualified  majority  of  votes  specified  above,  another  general 
meeting  shall  be  convened  within  the  subsequent  fourteen 
days,  ac  which  meeting  the  resolution  will  be  passed  by  the 
qualified  majority  specified  above,  irrespective  of  the  amount 
of  the  voting  share  capital  represented  ar  the  meeting. 

From  Thursday  15  April  1999  the  agenda  and  the  full  and 
complete  resolutions  to  be  proposed  at  the  Annual  General 
Meeting,  as  well  as  the  Annual  Accounts  and  consolidated  ac- 
counts, including  the  Auditors'  Report  and  the  Report  of  the 
Directors,  will  be  available  for  inspection  by  the  shareholders 
at  the  Company's  registered  office,  Kongens  Nytorv  26,  third 
floor.  1016  Copenhagen  K,  Denmark,  and  ac  die  Company's 
offices  in  Great  Britain.  Great  Nordic  House.  204  Godstonc 
Road,  Carerham,  Surrey  and  ar  Unibank,  107  Cheapside, 
London  EC  2W  6DA-  Not  licet  than  eight  days  prior  to  die 
Annual  General  Meeting,  die  above  material  will  also  be  sent 
to  every  shareholder  on  the  Company's  register  of  members 
at  such  addresses  as  die  shareholders,  have  supplied  to  die 
Company. 

Admission  cards  to  die  Annual  General  Meeting  will,  until 
five  days  prior  to  die  Meeting,  be  available  on  requrat  from 
die  Company's  office  from  Monday  to  Friday  between  die 
hours  of  10  a. in.  and  4 p.m.  to  any  shareholder  who  can 
prove  a good  tide  to  his  shares.  The  ownership  of  shares  is- 
sued to  bearer  shall  be  proved  by  the  presentation  of  an  origi- 
nal statement  of  account  of  the  shareholder’s  holding  of 
Company  shares,  dated  16  April  1 999  and  issued  by  tbe 
shareholder's  account- holding  bank. 

Any  right  to  vote  shall  be  conditional  upon  the  voting  share 
being  registered  in  the  name  of  the  shareholder  and  entered 
in  the  Company's  register  of  members  and  upon  the  share- 
holder being  entitled  to  attend  the  meeting  pursuant  to  the 
above- mentia nod  provisions.  Where  the  shareholder  has  ac- 
quired shares  by  way  of  transfer,  the  share  shall  furthermore 
have  been  registered  in  the  name  of  the  shareholder  by  the 
date  when  die  Annual  General  Meeting  is  convened,  or  the 
shareholder  shall  have  submitted  nod  6 cation  and  documen- 
tary proof  of  his  ode  to  such  shares  at  the  time  of  the  notice 
convening  the  Annual  General  Meeting. 

Copenhagen,  12  April  1999 
The  Board  of  Directors 


Laporte  talks  prompt 
Swiss  bid  speculation 


By  Virginia  Marsh 


Laporte,  the  UK  fine 
chemicals  group,  revealed 
yesterday  It  was  in  prelimi- 
nary takeover  talks,  with  the 
possible  bidder  understood 
to  be  Clariant.  the  Swiss  spe- 
ciality chemicals  group. 

The  UK  group  was  obliged 
to  announce  it  was  in  talks 
after  it  shares  rose  13  per 
cent  in  early  trading. 

The  shares  closed  up  172p, 
or  29  per  cent,  at  762Vjp. 
after  speculation  that  Clar- 
iant was  preparing  a bid  at 
about  SOOp. 

On  yesterday's  price, 
Laporte  has  a market  value 
of  £1.48bn  ($2J8bn).  It  also 
has  some  £550m  of  debt,  fol- 
lowing its  purchase  of 
Inspec,  its  smaller  UK  rival, 
for  £61  lm  last  year. 

Laporte.  which  is  being 
advised  by  Lazards,  said 
only  that  it  was  in  “discus- 
sions with  regard  to  a possi- 
ble offer  being  made  for  the 
company". 

Neither  Clariant  or 


Laporte  would  comment  fur- 
ther. 

A tie-up  between  the  two 
groups  has  long  been 
suggested  in  what  would  be 
latest  move  towards  consoli- 
dation in  the  UK  chemicals 
sector. 

The  speculation  has  inten- 
sified following  the  collapse 
of  Clariant's  planned  merger 
with  fellow  Swiss  concern 
Ciba  to  create  the  world's 
largest  speciality  chemicals 
group  last  December. 

Since  then  Clariant,  which 
is  to  present  1998  results  and 
first  quarter  sales  figures  on 
Friday,  has  pledged  to  use 
its  strong  cash  flow  to 
expand  its  One  chemicals 
operations  through  acquisi- 
tions. 

Clariant  and  Laporte  are 
leaders  in  the  production  of 
high  margin  chemicals  used 
by  the  pharmaceutical,  agro- 
chemical and  electronics 
industries. 

Dresdner  Klein  wort  Ben- 
son said  a deal  would  be 
earnings  enhancing  for  Clar- 


iant - which  also  makes 
dyes  - at  up  to  850p  a share. 
On  DKB's  forecasts,  a price 
of  SOOp  would  represent  10.1 
times  Laporte's  1999  ebitda. 

This  compares  with  the 
13.3  times  ebitda  Ciba  paid 
in  Its  £l,42bn  takeover  for 
Allied  Colloids  of  the  UK 
early  last  year. 

Ciba  is  widely  seen  to  have 
overpaid  but  the  deal 
marked  the  beginning  of  a 
spate  of  takeovers  in  the  UK 
sector.  These  include  Akzo 
Nobel's  £1.83bn  acquisition 
of  CourtauJds  and  bids  this 
year  for  Albright  & Wilson 
and  Eaton. 

Shares  in  the  UK  sector 
have  fallen  sharply  in  the 
past  year  mainly  because  of 
the  problems  caused  by  the 
strong  pound,  the  slowdown 
in  UK  manufacturing  and 
the  Asian  economic  crisis. 

Although  Laporte  has 
been  one  of  the  sector's  best 
performers,  its  shares  are 
down  from  871%p  in  mid- 
1998  and  fell  to  below  400p 
last  October. 


US  delay  for  Medeva  drug 


By  David  PHUag 


Medeva  yesterday  received  a 
blow  to  near-term  earnings 
prospects  when  US  regula- 
tors requested  additional 
information  on  Hepagene,  a 
hepatitis  B vaccine  for 
which  the  emerging  pharma- 
ceutical company  has  great 
hopes. 

Medeva's  share  price  yes- 
terday fell  12'Ap  to  108'Ap, 


although  the  company 
stressed  it  was  still  confident 
that  the  clinical  merits  of 
Hepagene  would  be  recog- 
nised. The  application  for 
European  approval  appeared 
to  be  going  smoothly,  it  said. 
Medeva  nedds  earnings  from 
new  products  to  replace  the 
steep  loss  in  sales  of  methyl- 
pbenidate,  its  best-selling 
treatment  for  hyperactivity. 
Methylphenidate  has  come 


under  severe  pressure  from 
generic  competition. 

The  US  Food  and  Drug 
Administration  yesterday 
requested  more  data  on  the 
trials  and  questioned  the 
number  of  people  in  the  clin- 
ical database. 

Medeva  said  it  would  have 
to  wait  until  its  May  meeting 
with  the  FDA  to  discover  if  a 
further  trial  would  be 
required. 


GE  Invests  supports  Electra 


By  Katharine  Campbell 

GE  Investments,  which 
manages  pension  fund 
money  for  General  Electric 
of  tbe  US,  will  vote  in  favour 
on  Thursday  of  the  recon- 
struction plan  put  forward 
by  Electra  Investment  Trust 
the  venture  capitalist  facing 
a hostile  £l-3bn  ($2bn)  bid 


RESULTS 


from  rival  3L  Most  institu- 
tions have  remained  coy 
about  their  intentions  ahead 
of  tbe  extraordinary  meeting 
which  is  likely  to  decide  the 
fate  of  Electra  in  its  defence 
against  the  bid.  However, 
one  analyst  said  yesterday  it 
would  be  “a  big  surprise"  if 
Electra  secured  the  75  per 
cent  of  votes  it  needs  to  pass 


(Ba) 


the  proposals.  3i  has  indi- 
cated It  will  drop  its  bid  if 
Electra's  plan  is  passed. 
Electra  wants  to  buy  back  40 
per  cant  of  its  shares  at  786p, 
and  sefi  its  remaining  assets. 
GE  Investments,  which  has 
2.4  per  cent  of  Electra,  also 
has  about  £70m-£80m  man- 
aged by  Electra  Fleming,  the 
trust’s  manager. 


British 
Land  in 
£1.5bn 
securitised 
bond  issue 

By  Khazem  Merchant 

British  Land,  the  UK's 
second  biggest  property  com- 
pany, is  to  launch  tbe  largest 
ever  European  property 
securitisation  bond,  a 
£1.54bn  (S2.47bn)  issue  secur- 
itised on  tbe  rental  income 
of  12  properties  at  the  Broad- 
gate  Centre  in  London. 

Hie  deal,  which  includes 
prime  properties  such  as  the 
headquarters  of  the  Euro- 
pean Bank  for  Reconstruc- 
tion and  Development  in 
Bishopsgate,  will  dwarf  the 
previous  biggest  issue,  last 
summer's  £555m  deal  involv 
mg  sites  at  Canary  Wharf. 

The  bond  will  comprise 
several  tranches  of  sterling 
denominated  medium-  and 
long-term  fixed  rate  euro- 
bonds and  will  be  launched 
after  a roadshow  held  over 
the  next  few  weeks.  Morgan 
Stanley  Dean  Witter,  the  US 
investment  bank,  has  been 
awarded  the  mandate. 

The  proceeds  of  the  bond 
will  be  used  to  refinance  the 
company's  bank's  debt  of 
about  £1.2bn,  and  secure 
cheaper,  long-term  financ- 
ing. 

Part  of  the  debt  has  arisen 
following  British  Land's 
flurry  of  acquisitions,  total- 
ling some  £800m,  in  recent 
months.  "This  bond  funds 
those  purchases  long-term 
and  more  than  restores  our 
liquidity  " said  John  Weston 
Smith,  finance  director  at 
British  Land. 

Analysts  said  the  refinanc- 
ing will  reduce  British 
Land's  cost  of  funds  (the 
interest  it  pays  on  debt) 
from  8.49  per  cent  to  about 
7.4  per  cent.  This  will  pro- 
duce savings  of  at  least  £20m 
this  year  alone.  The  com- 
pany will  incur  a one-off 
charge  of  some  £68m  in  the 
year  to  March  1999  relating 
to  the  deal. 

British  Land,  which  has 
some  £7bn  of  property  under 
management,  owns  13  of  the 
15  buildings  that  make  up 
the  3.7m  sq  ft  Broadgate 
complex,  home  to  some  of 
the  City’s  biggest  financial 
houses.  One  property,  at  135 
Bishopsgate,  a 360,000  ft  sq 
property,  is  excluded  from 
the  bond  issue  because  it  has 
already  been  securitised. 

The  bond  is  expected  to  be 
rated  at  between  AAA/Aaa 
and  BBB/Baa2  by  the  main 
rating  agencies,  largely  on 
the  strength  of  the  receiv- 
ables - the  cash  flows  from 
rentals  and  leases  that  will 
be  used  to  repay  the  bond. 
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t So  is  it  fermez  laporte?  One 
I of  the  UK’s  more  successful 
j chemical  companies  has 
J announced  it  is  in  takeover 
! talks,  after  weeks  of 
; rumours.  The  bidder  is  coy, 

1 but  Swiss-based  Clariant 
i looks  the  obvious  candidate. 

■ Since  the  collapse  of  its  own 
< merger  talks  with  Ciba.  it 
- has  made  no  secret  of' want-' 
j mg  to  bulk  up  its  fine  cberol- 
| cals  operations.  Laporte 
! would  fit  the  bOl  nicely.  And 
1 Jim  Leng.  chief  executive, 
j has  knocked  the  business 
j into  shape,  selling  a range  of 
j businesses  from  pet  litters  to 
j wine  corks  and  cutting  more  ■ ; . 

1 than  1 ,000  jobs.  Margins  have  jumped,  as . have  returns  on 
i capital.  Laporte's  acquisition  of  Inspec 'means  it  now- 
1 deserves  the  “speciality"  tag  and  brought  with  It  valuable 
I marketing  awd  research  and  development  teams. 

Of  course,  consolidation  in  speciality  chemicals  can  back- 
fire, since  the  value  lies  in  pricing  power,  not  in  the  econo- 
mies of  scale  available  in  commodity  chemicals.  But  a.  Clar- 
iant acquisition  of  Laporte  would  make  sense  by  extending 
the  former’s  portfolio.  What  of  price?  Laporte’s  share  price 
chart  looks  ugly,  but  this  management  will  be  no  push-over. 
Even  with  the  near  30  per  cent  leap  in  the  shares  to  762 Vi p, 
Clariant  may  have  to  cough  up  50Qp  or  more  to  win  a board 
recommendation.  That  would  be  punchy,  valuing  Laporte  cm 
about  16  times  forward  earnings.  Clariant  shareholders 
should  demand  to  know  why  their  management  did  not 
swoop  when  Laporte  was  languishing  at  40Gp  last  October. 

Dixons/Freeserve 

With  rivals  like  the  Sun's  Curranthun.com  pouring  into  the 
market,  Dixons  is  probably  right  to  consider  spinning  off 
Freeserve.  the  gran  daddy  of  free  internet  service  providers. 
Ra^iring  out  the  9Q0p  a share  attributable  to  Dixons’  electri- 
cal shops,  the  market  is  now  valuing  Freeserve  at  a stagger- 
ing 664p  a share,  or  £2£bn  (S4-66bn).  Not  bad  for  a company 
with  more  than  L5m  customers  but  not  much  else. 

Nor  is  Dixons  the  most  obvious  owner.  In  the  long  term,  it 
does  not  have  the  marketing  reach  of  newspapers  and  televi- 
sion channels  - likely  to  become  keen  rivals.  A frill  sale  is 
ruled  out  and  a demerger  is  unlikely  to  add  much  value  at 
these  levels.  But  floating  a 20  per  cent  stake  would  make 
sense.  Dixons  shareholders  could  realise  some  equity  at 
today's  supercharged  values,  and  investors  get  access  to  the 
UK's  first  large  pure  internet  play. 


Diageo  prepares 
to  dispose  of 
Spanish  link 


By  John  WBman 


Diageo  yesterday  confirmed 
it  was  ready  to  sell  its  89  per 
cent  stake  in  Cruzcampo, 
Spam's  largest  brewer,  and 
invited  potential  purchasers 
to  make  formal  offers. 

The  food  and  drink  group 
said  it  had  received  several 
approaches  for  Cruzcampo. 
which  has  26  per  cent  of 
Spain's  beer  market  and  is 
dominant  in  the  Andalucian 
region. 

The  announcement  came 
amid  reports  that  Heineken, 
the  Dutch  brewing  group, 
was  close  to  buying  Cruz- 
campo to  merge  it  with  its  El 
Aguila  operation,  Spain's 
third  largest  brewer  with  17 
per  cent  of  the  market 

Heineken.  which  declined 
to  comment,  has  repeatedly 
said  it  wanted  a larger  share 
in  Spain,  comparable  with 
its  position  in  countries  such 
as  France  and  Italy  where  it 
has  more  than  a third  of  the 
market  But  many  analysts 
believe  Heineken  would  pre- 
fer to  buy  Mahou,  the  num- 
ber two  Spanish  brewer 
which  is  jointly  owned  by 
Danone,  the  French  food  and 
drink  group,  and  two  fami- 
lies. 

Other  candidates  include 


Carlsberg,  the  Danish 
brewer,  Interbrew,  the  pri- 
vate Belgian  company,  and 
Damm.  a Catalan  brewer 
based  in  Barcelona.  Carls- 
berg already  owns  10  per 
cent  of  Cruzcampo,  which 
distributes  its  lager  in  Spain. 

There  was  also  talk  that 
financial  buyers  could  enter 
the  field,  since  brewing  pro- 
vides a steady  income  that 
can  service  debt.  Nomura 
International,  the  Japanese 
investment  bank,  controls 
the  largest  brewing  group  in 
the  Czech  Republic,  which  it 
created  by  merging  two 
smaller  companies. 

The  Spanish  brewer  was 
originally  acquired  by  Guin- 
ness, one  of  the  two  groups 
that  merged  to  form  Diageo 
in  1997.  At  the  time  it  was 
the  most  profitable  brewer 
in  one  of  Europe’s  fastest 
growing  beer  markets,  but 
beer  consumption  peaked  in 
1990  and  profits  plunged. 

Cruzcampo  had  sales  of 
Pta65bn  (8420m)  last  year 
with  profits  estimated  by 
analysts  of  about  £30m.  Ana- 
lysts expect  it  to  fetch  more 
than  £350m,  above  the  £325m 
goodwill  on  Diageo's  balance 
sheet  but  well  below  the  1991 
purchase  price  of  Pta98bn 
(then  worth  £533m>. 


INTERNATIONAL  FINANCE  CORPORATION  (the  -Issuer") 

Ros&U!  Rouble  (“RUR")  400,000 JW  25  percent.  Note  th»  April  15. 
1999  (tbe  “NoW’l 
ISIN:  XS0O85887237 
Notice  of  Couvrrtibaity  Event 
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Cheung  Kong 
Finance 

Cayman  Limited 
US.  5500,000,00a 

f^mrimteii  Step-Up 
floating  Rate  Notea 
(be  January  2001 

fed*  mens  period  I2di  ApriL 
I9W  it,  U*  Jul,;  1999  the  Notes 

•dl  canr  « innns  rate  cf  5.70%  per 

3*?IKTTn-  with  mi  ml  creel  mourn 
of  US.  572 JM  per  US.  55,000 
and  US  S1A4083 
per  US  5100,000  Denoaunuton. 
P»T»Mer«»  IZthjnfe  1999, 


QMnEaiONNOTKX 

LOTHBURY 

Lothbury  Funding 
No.1PLC 
£150,000,000 
Class  A2  Nates 
Mortgagor  Badcad 
Rotating  Rata  Notes 
dua  2031 

JJptk*  is  hereby  ghnn  that 
more  wiU  bn  a principal 
"Payment  of  £1,508.75  per 
£100,000  Note  pursuant  to 
daises  (5b)  of  the  Notes 
2"  *!*  Payment 

ti«*  12th  ApriJ  1999.  The 
principal  amount  out- 
ttantflng  or,  T3th  ApriJ  1999 
«aB  therefor*  ba  £92,178 
per  Note. 
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A region 
leaning  to 
the  future 

Officials  must  balance  tourism 
development  and  industrial 
growth,  says  Paul  Betts 


The  news,  a few  weeks  ago, 
grabbed  the  headlines,  not 
only  in  Tuscany  and  Italy 
but  all  over  the  world. 

The  leaning  tower  of  Pisa, 
announced  the  committee 
set  op  to  safeguard  the  sym- 
bol of  the  country's  most  cel- 
ebrated region  - cradle  of 
the  Renaissance,  source  of 
the  Italian  language,  and 
now  mecca  of  contemporary 
cultural  tourism  - was  lean- 
ing a little  less. 

Not  by  much.  A mere  1.5 
millimetres.  But  nonetheless 
significant  for  an  extraordi- 
nary work  that  tilted  almost 
immediately  when  it  was 
constructed  in  1173  because 
of  the  high  water  table 
underneath  it. 

The  tower  was  closed  to 
the  public  early  in  1990 
because  of  security  fears. 
Intensive  efforts  were 
launched  to  prop  it  up.  Mich- 
ele Jamiolkowski,  head  of 
the  project,  now  hopes  four 
more  millimetres  can  be 
gained  before  the  start  of  a 
second  phase  of  excavations 
to  stabilise  the  tower. 

Like  its  precious  tower, 
Tuscany  too  has  been 
straightening  itself  up. 

After  a particularly  diffi- 
cult transitionary  period  in 
the  late  198 Os  and  ' early 
1990s,  when  it  was  caught  up 
with,  the  rest  of  the  country 
in  Italy’s  climate  of  political 
and  economic  instability  and 
suffered  heavily  from  the 
withdrawal  of  state  subsidies 
and  the  decline  of  large  state 
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sector  industries,  the  region 
is  now  performing  better 
than  the  national  average. 

“Our  growth  last  year  was 
1-8  per  cent  against  a 1_4  per 
cent  rise  in  the  country’s 
GDP,"  says  Vannino  Chiti, 
president  of  the  region. 

An  influential  member 
of  the  former  Communist 
Democrats  of  the  Left  party 
of  prime  minister  Massimo 
D'Alema,  Mr  Chiti  quickly 
warns  that  this  encouraging 
performance  was  still  not 
sufficient  to  create  jobs. 

"We  need  2.5  per  cent 
annual  growth  to  create  new 
employment,”  he  says.  "But 
for  the  first  time  in  thte 
decade  the  unemployment 
rate  in  Tuscany  has  feUen 
below  8 per  cent  to  7.7  per 
cent  compared  with  the 
national  rate  of  12.3  per 
cent" 

The  official  figures,  as 
always  in  Italy,  do  not  tell 
the  full  story.  In  Tuscany 
they  are  even  more  mislead- 
ing  because  of  the  highly 
diversified  character  of  the 
region  and  the  way  in  which 
economic  activity  is  dis- 
persed, and  concentrated  in 
its  various  provinces. 

At  Massa  Carrara,  the 
coasted  area  most  badly  hit 
by  the  disappearance  of 
Italy’s  traditionally  benevo- 
lent state  interventionism 
and  the  decline  and  restruct- 
uring of  large  state  sector 
industries,  unemployment  is 
still  at  a high  of  15  per  cent 

Further  down  the  coast  at 
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Livorno  the.  unemployment 
rate  is  12  per  cent,  although 
Tuscany's  principal  port  has 
in  recent  years  recovered 
strongly,  it  has  become  the 
fifth  largest  container  port 
in  the  Mediterranean  and 
has  ambitious  plans  to 
attract  cruise  ships  The  old 
state  shipbuilding  yards 
have  been  taken  over  in  a 
management  buy-out  and 
are  operating  again  in  profit 
Other  areas  of  the  region 
continue  to  be  economically 
vibrant  Unemployment  at 
Arezzo,  a traditional  gold- 
smith centre  with  high 
export  performance,  is  a 
mere  &B  per  cent 
The  metropolitan  districts 
of  Florence,  Prato  and  Pte- 
toia  down  to  Pisa  remain 
examples  of  what  has 
became  known  as  the  “Ital- 
ian economic  miracle”,  a 
high  concentration  of  small 
and  medium-sized  busi- 
nesses, many  still  craft 
industries  employing  a hand- 


ful of  workers,  that  form  the 
backbone  of  the  country's 
strong  export  performance. 

In  terms  of  textiles,  cloth- 
ing, high  fashion,  leather 
goods  wTifl  machinery,  they 
continue  to  form  a remark- 
able economic  network. 

“We  are  a country  of  small 
industries,"  says  Glnolo 
Ginori  Conti,  president  of 
the  Florence  employers' 
association  Assindustria 
Firenze. 

“In  oar  district,  90  per  cent 
of  our  companies  employ  no 
mare  than  50  people.  Only 
one  or  two  companies 
employ  more  than  2,000." 

The  region  has  also  had  to 
fight  to  preserve  its  small 
nucleus  of  large  industries. 
A few  years  ago  when  Hag- 
gle, the  scooter  manufac- 
turer and  one  of  the  region’s 
single  largest  employers, 
threatened  to  move  south  to 
take  advantage  of  govern- 
ment subsidies  to  attract 
investments  in  the  depressed 


south  of  the  country,  Mr 
Chiti  moved  his  office  from 
Florence  to  Pontedera,  Hag- 
gle's headquarters  near  Pisa. 

“It  was  a crucial  battle 
which  we  could  not  afford  to 
lose,”  he  says.  Piaggio  is  still 
at  Pontedera,  employing 
about  5,000  people,  and  after 
extensive  restructuring 
returned  to  profit  last  year. 

Along  with  art  and  com- 
merce, agriculture  has  been 
a traditional  pillar  of  the 
region.  Jt  suffered  a decline 
in  ttae  postwar  years  with 
the  migration  of  the  younger 
generation  to  the  towns  and 
cities  and  a series  of  ill-con- 
ceived state  interventions. 

Agriculture  is  again  enjoy- 
ing a revival  of  sorts  in  Tus- 
cany. "Young  people  are 
beginning  to  go  back  to  the 
land,”  notes  Mr  Chiti. 

The  development  of  agri- 
tourism  to  provide  farmers 
with  an  additional  source  of 
income  has  also  taken  off. 

New  generations  of  tradi- 


tional  wine  producers  have 
raised  both  the  quality  and 
profile  of  Tuscan  wines. 

Tourism,  too.  continues  to 
grow.  Bafely  a decade  ago 
800,000  people  visited  the  Uff- 
izi  gallery  in  Florence  every 
year.  Today,  there  are  more 
than  1.4m.  The  region  Is  sec- 
ond only  to  the  Veneto  and 
Venice  in  terms  of  numbers. 

The  big  issue  remains  the 
transport  infrastructure, 
which  is  also  a handicap  to 
industrial  and  commercial 
development.  However, 
there  are  signs  that  long 
overdue  projects  are  about 
to  be  realised. 

Planned  privatisation  is 
expected  to  become  an 
impulse  for  the  development 
of  Pisa,  the  region's  main 
international  airport 

"Some  people  describe 
Tuscany  as  the  south  of 
northern  Italy  and  the  north 
of  southern  Italy,”  says  Mr 
Ginori  Conti.  What  Is  impor- 
tant is  that  the  region 


*1. 

should  establish  Its  role  and 
own  Identity  in  the  centre. 

Thera  has  at  times  been  a 
temptation  to  transform  the 
region  and  its  considerable 
tourist  attractions  into  a 
"Disneyland  of  the  Renais- 
sance," as  Mr  Ginori  Conti 
puts  it  But  the  region  and 
local  officials  appear  aware 
of  the  risk  and  are  anxious 
to  ensure  a balance  between 
tourist  development  and 
broader  industrial  growth. 

Tuscany  recently  intro- 
duced its  own  “Made  in  Tus- 
cany" trade  mark  to  protect 
the  quality,  reputation  and 
image  of  its  products  as  well 
as  its  extraordinary  land- 
scape and  artistic  heritage. 

Mr  Chiti  emphasises  the 
often  forgotten  fact  that  Tus- 
cany is  among  the  most 
advanced  Italian  regions  in 
terms  of  embracing  new 
Information  technology  and 
that  it  is  attracting  an 
increasing  number  of 
advanced  scientific  ventures. 


Tuscany  two  years  ago 
was  the  first  Italian  rum-au- 
tonomous region  to  have  its 
debt  rated  by  Moody's.  It 
was  assigned  an  Aa3  rating 
for  a senior  unsecured  15- 
year  L4l5bn  loan  facility. 

At  the  time  the  US  ratings 
agency  said  the  rating 
“reflects  Tuscany's  stable 
economic  and  political  cli- 
mate, its  prudent  fiscal  man- 
agement and  its  sound  finan- 
cial position". 

During  the  past  two  years 
Tuscany  has  continued  to 
perform  better  than  the 
national  average.  Its  exports 
have  also  increased  at  a 
higher  rate  than  those  of  the 
rest  of  Italy,  including  the 
rich  regions  of  the  northeast 

Like  the  rest  of  Italy,  it  is 
facing  numerous  new  prob- 
lems and  pressures  related 
to  the  country's  entry  into 
the  euro  and  the  world  econ- 
omy at  large.  Like  the  tower 
of  Pisa,  it  appears  to  be  ris- 
ing to  the  challenge. 
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SYSTEMA  ALITALIA  IS.BORN:  FROM.  MAtPENSA,  AND" FIUMl  CIN 0 TO  THE  GLOBAL  MARKET. 
With  the  new  Alitalia  netwoifc  based  on  two  major  in*en»nfinezitti  Italian  aizports,  Milan  Malpensa  and  Rome  Fiumirino,  Italy 
and  Europe  now  have  a privileged  access  to  the  whole  world.  More  than  5,000  weekly  flights,  also  in  collaboration  with  other  major 
curias,  and  50,000  connections,  to  link  133  destinations  in  .over  60  countries.  Transit  time  reduced  to  the  minimum,  rapid  boarding, 
and  new  efficient  luggage-management  techniques.  Alitalia  is  thus  entering  a new  phase  of  development.  Take  off  with  us. 
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POLITICS  by  James  Blitz 


Shades  of  red  start  to  fade 

Memories  of  the  partisan  years  allowed  the  left  to  dominate  the  region 


Tuscany  has  long  been 
Cazned  for  being  the  red-belt 
of  Italy’s  political  landscape. 
The  region  was  dominated 
for  decades  by  the  once 
mighty  Italian  Communist 
Party  (the  PCI).  Today,  it  is 
hHTi  one  of  the  main  strong- 
holds In  Italy  of  the  Commu- 
nists' heirs,  the  Democrats 
of  the  Left  (DS),  led  by  pre- 
mier Massimo  D'Alema. 

But  in  recent  times,  the 
left  has  found  itself  coming 
under  a little  more  pressure 
in  the  region.  Its  hegemony 
Is  far  from  being  in  doubt 
But  recent  events  - includ- 
ing a sudden  decision  last 
week  by  the  centre-left 
mayor  of  Florence  to  stand 
down  at  June's  local  elec- 
tions - have  exposed  grow- 
ing division  among  the 
region's  political  leaders. 

The  roots  dug  by  the  PCI 
in  the  region  are  still  strong. 
In  the  war  years,  Tuscany 
was  one  of  the  main  redouts 
of  the  partisan  movement, 
its  countryside  a hotbed  of 
resistance  that  gradually 
rolled  northwards  the  Iron- 
tiers  of  Fascism  and  Nazism. 

The  memory  of  the  parti- 
san years  allowed  the  left  to 
dominate  the  region  for  ball 


a century.  The  old  PCI  was 
kept  at  arms  length  by  the 
Christian  Democrats  from 
entering  national  govern- 
ment in  Rome.  But  there 
were  parts  of  Tuscany  in 
which  the  PCI  could  com- 
mand as  much  as  70  or  80 
per  cent  of  the  popular  vote, 
giving  it  a powerful  grip  on 
local  government. 

Recent  events  have  under- 
lined that  strength.  One  indi- 
cation came  in  the  autumn 
or  1997  when  Antonio  Di  Pie- 
tro, the  popular  ex-Milan 
magistrate,  was  invited  by 
Mr  D'Alema,  the  then  leader 
of  the  DS.  to  be  bis  party’s 
candidate  in  a senatorial 
by-election  in  Tuscany's 
MugelJo  district 

Mr  Di  Pietro  is  a wild  card 
of  Italian  politics,  a man 
whom  many  on  the  left  view 
with  suspicion  as  a rootless 
politician  whose  natural 
political  tendencies  veer 
towards  the  right  Yet  the 
sheer  strength  of  the  DS 
party  organisation  in  the 
MugeQo  delivered  Mr  Di  Pie- 
tro a stunning  election  vic- 
tory, even  if  the  candidate 
himself  was  far  from  being 
to  local  tastes. 

The  left's  strength  can  be 


gauged  elsewhere.  The  DS 
was  strong  enough  to  secure 
victory  in  Tuscany's 
regional  assembly  elections 
in  1995  without  relying  (as 
has  been  the  case  elsewhere 
in  Italy)  on  support  from  the 
more  extreme  Refounded 
Communists.  Mario  Primi- 
cerio,  the  mayor  of  Florence 
was  elected  at  the  head  of  a 
centre-left  coalition  the  same 
year  with  some  61  per  cent 
of  the  vote. 

Yet  difficulties  now  seem 
to  be  occurring.  Two  of 
Tucany’s  main  city  halls  - 
Grossetto  and  Lucca  - have 
recently  gone  over  to  right 
wing  control  for  the  first 
time  in  living  memory. 

In  Florence,  the  decision 
by  Mr  Primicerio.  the  mayor, 
to  stand  down  follows 
months  of  faction  fighting 
within  the  coalition  of  cen- 
tre-left parties  which  he  has 
led  for  the  past  four  years. 
The  DS  now  has  to  find  a 
candidate  to  lead  the  coali- 
tion and  initial  indications 
are  that  it  will  not  be  easy. 

These  problems  for  the  left 
in  Tuscany  are  part  of  a 
broader  series  of  difficulties. 
First,  the  DS  is  facing  prob- 
lems on  a national  level. 


Although  the  party  was  the 
core  of  a centre-left  coalition 
which  Cook  Italy  into  the  sin- 
gle currency  last  year,  eco- 
nomic growth  (in  Tuscany  as 
in  the  rest  of  Italy)  has  been 
sluggish  ever  since  the  DS 
coalition  came  to  power. 

Second.  Mr  D'Alema,  who 
became  premier  after  a polit- 
ical crisis  last  October,  has 
been  through  an  agonising 
five  months  leading  a thor- 
oughly ill-assorted  govern- 
ment coalition- 

His  personal  popularity 
dipped  for  the  first  few 
months  of  this  year.  He  has 
faced  a barely-concealed 
challenge  for  the  leadership 
of  the  centre-left  from 
Romano  Prodi.  the  ex-chris- 
tian  democrat  whom  he 
replaced  last  autumn.  Mr 
Prodi's  recent  appointment 
as  president  of  the  European 
Commission  has  not 
removed  totally  the  threat 
that  he  could  stand  for  a 
new  left-of-centre  political 
party  in  June. 

Third,  there  are  signs  in 
Florence  that  the  centre-left 
has  created  difficulties  for 
itself  by  imposing  crushingly 
tight  budgets  on  many  town 
halls  as  part  of  the  drive  to 


get  into  Emu. 

Prior  to  his  decision  not  to 
stand  again  as  mayor  of 
Florence.  Mr  Primicerio  said 
centra]  government  cash 
transfers  to  the  town  hail 
had  plunged  some  30  per 
cent  in  the  time  he  has  been 
in  office. 

Vannino  Chiti.  the  Presi- 
dent of  the  Tuscan  region, 
was  more  upbeat,  claiming 
that  the  government  has 
recently  made  strong  com- 
mitments to  improve  infra- 
structure spending.  He  was 
also  pleased  that,  from  next 
year,  the  regional  govern- 
ment would  have  more  con- 
trol over  some  of  the  taxes 
that  are  levied  in  Tuscany. 
But  he  too  admits  that  non- 


investment spending  has 
been  slashed. 

None  of  these  concerns 
should  be  exaggerated.  Tus- 
cany is  not  seeing  the  broad 
political  upheaval  on  the 
centre-left  that  is  currently 
occ uring  in  nearby  Emilia 
Romagna,  where  Mr  Prodi 
has  his  home  base  and  has 
led  a revolt  against  Ur  D'A- 
lema and  the  DS. 

But  Mr  Primicerio's  sud- 
den withdrawal  from  the 
political  scene  is  one  more 
sign  that  the  mood  in  the 
Tuscan  red-belt  is  uneasy  - 
and  that  must  say  something 
about  the  state  of  the  left  in 
Italy  as  a whole. 


BANKING  by  David  Lane 


An  institution  still  true  to  its  roots 


The  Monte  dei  Paschi  bank  continues  to  be  wholly  owned  by 
a foundation  but  is  by  no  means  parochial  in  its  outlook 


Pierluigi  Piccini.  Siena's 
mayor  since  1990,  needs  little 
reminding  of  his  city’s  his- 
tory. 

Frescoes  surround  his 
ground  floor  office  of  the 
Palazzo  Pubblico,  built 
between  1297  and  1342  and 
described  as  the  most  ele- 
gant of  civic  gothic  buildings 
in  Tuscany.  A Madonna  and 
Child  by  n Riccio  adorns  the 
wall  behind  his  desk. 

Before  moving  into  the 
offices  alongside  the  Torre 
del  Mangia  that  towers  over 
the  Piazza  del  Campo,  Mr 
Piccini  was  an  employee  of 
the  Monte  dei  Paschi  di 
Siena,  the  city’s  bank. 

This  is  no  ordinary  local 
bank,  however.  like  much  of 
Siena  the  Monte  dei  Paschi, 
founded  in  1472,  is  steeped  in 
history. 

Indeed,  it  claims  to  be  the 
oldest  bank  in  the  world. 
Established  by  leaders  of  the 
Siena  republic  to  help  the 
poor  when  the  city  was  suf- 
fering a period  of  serious 
economic  difficulty,  it  pro- 
vided loans  against  which 
they  pledged  their  few.  pal- 
try possessions. 

Pawn  operations  were  just 
the  beginning,  and  the  tank 
soon  expanded  into  other 
types  of  credit  operation.  Its 
links  to  the  city  of  Siena 


were  strengthened  in  1624 
when  Grand  Duke  Ferdinand 
n of  Tuscany  provided  state 
guarantees  to  the  bank's 
depositors  by  setting  aside 
the  income  from  pastures 
{paschi)  in  the  Mare  mm  a. 
southwest  of  the  city,  for 
this  purpose. 

Siena  and  the  Monte  dei 
Paschi  are  closely  tied.  “The 
bank  has  an  important  role 
in  terms  of  employment, 
both  direct  and  indirect.” 
says  Mr  Piccini. 

“But  it  is  more  than  just  a 
question  of  jobs.  The  Monte 
dei  Paschi  di  Siena  has  writ- 
ten a significant  chapter  of 
Italy's  financial  history  as 
well  as  the  city's  own  past. 

“Tradition  has  a value.”  he 
adds,  recalling  the  fierce  bat- 
tle over  tbe  Monte  dei  Pas- 
chi's  modernisation.  An 
armistice  was  concluded  in 
August,  1995.  with  the 
hank's  incorporation. 

Legislation  had  been 
enacted  in  1990  to  encourage 
Italy’s  public  sector  banks  to 
spin  off  their  banking 
operations  into  joint  stock 
corporations. 

While  the  capital  would  be 
owned  initially  by  local  gov- 
ernment foundations,  the 
law  aimed  at  share  sales  and 
privatisation. 

The  city's  politicians  were 


set  against  such  notions,  and 
the  Monte  dei  Paschi  has 
trailed  behind  other  large 
public  sector  banks.  “We  did 
not  understand  the  strategy 
behind  incorporation  or 
what  purpose  listing  would 
serve,"  says  Mr  Piccini. 

While  banks  like  Turin's 
San  Paolo,  Banca  Nazionale 
del  Lavoro  and  Italy's  large 
savings  banks  are  now  pri- 
vately controlled,  the  Monte 
dei  Paschi  bank  is  still 
wholly  owned  by  its  founda- 
tion. 

If  all  goes  to  plan,  how- 
ever, this  will  change  in 
June  when  the  Sienese  hank 
will  be  floated  and  25  per 
cent  of  its  stock  sold.  Never- 
theless. the  proprietorial 
mindset  of  the  city’s  politi- 
cians is  unlikely  to  shift. 

The  foundation  will  con- 
tinue to  own  75  per  cent  of 
the  equity,  and  the  mayor 
will  still  appoint  four  of  the 
foundation's  eight  members. 
Two  are  appointed  by 
Siena's  provincial  authori- 
ties and  two  by  the  treasury 
ministry. 

“The  Monte  dei  Paschi  is 
different  from  other  banks. 
It  needs  reference  points," 
explains  Mr  Piccini 

He  says  that,  the  founda- 
tion has  three  responsibili- 
ties. It  must  administer  its 


assets  and  distribute  funds 
for  social,  cultural  and  sci- 
entific projects.  But  it  must 
first  provide  direction  to  tbe 
bank's  management  on  their 
strategy. 

“Ties  between  the  founda- 
tion and  the  bank  are  very 
close.”  he  adds. 

Attachment  to  its  roots 
means  that  36  per  cent  of 
the  Monte  dei  Paschi 's 
S29  branches  are  in  Tuscany 
and  46  per  cent  of  its 

‘Over  recent 
months  the 
bank  has 
given  a 

demonstration 
of  dynamism’ 


staff  is  employed  in  the 
region. 

“We  need  to  be  much 
leaner  and  less  bureau- 
cratic," said  Luigi  Spaventa 
when  he  was  the  bank's 
chairman  at  the  end  of  1997. 

“Overheads  are  far  too 
high.  Head  office  staff 
account  for  almost  one  quar- 
ter of  the  jpayrolL 

But  the  mayor  takes 
exception  to  any  suggestion 
that  the  city’s  bank  is  inef- 


ficient or  parochial.  “The 
Monte  dei  Paschi  is  no 
worse  than  any  other  large 
Italian  bank."  he  asserts. 
"Moreover,  staff  are  moti- 
vated and  proud  of  their 
bank." 

Luigi  Fabrizi,  who  has 
been  chairman  since  July, 
says  that  the  Monte  dei  Pas- 
chi has  been  reorganising 
and  staff  numbers  have  been 
reduced  through  voluntary 
retirements  and  natural 
wastage.  The  hank  had 
11.970  employees  at  the  end 
of  last  year  compared  with 
12.200  a year  earlier.  There 
has  been  steady  reduction  in 
numbers.  It  employed  12,660 
at  the  end  of  1993- 

“Over  recent  months  the 
bank  has  given  a demonstra- 
tion of  dynamism,"  says  Mr 
Fabrizi  who.  like  his  three 
predecessors  in  the  chair- 
manship during  the  1990s.  is 
a university  professor. 

“The  acquisition  of  Banca 
Agricola  Mantovana  is  the 
first  of  its  kind  in  Italy." 

The  Monte  dei  Paschi  won 
control  of  the  Banca  Agri- 
cola Mantovana.  a 285- 
branch  concern  in  Italy's 
wealthy  northeast,  in  Janu- 
ary- 

Even  the  mayor  thinks 
that  the  acquisition  is  impor- 
tant. “It  shows  that  the 
Monte  dei  Paschi  has  a strat- 
egy," he  says.  Mr  Fabrizi, 
who  was  born  in  Siena,  has 


wider  ambitions  for  his 
city's  bank  than  baying  a 
medium-sized  provincial 
operation,  however.  The 
Monte  dei  Paschi  is  alone 
among  Italy’s  big  banks  in 
not  having  a foreign  partner. 

“We  are  looking,  first  in 
Germany,  for  a partner  to 
reinforce  competence  in  cor- 
porate hanking  and  be  in 
harmony  with  tbe  Monte  dei 
Paschi 's  culture,  and  with 
whom  we  can  exchange 
shares,  although  this 
requires  action  by  the  foun- 
dation.” be  says. 

At  least  when  signing  off 
the  accounts  in  his  first  year 
as  chairman,  Mr  Fabrizi  can 
present  the  foundation  with 
a 74  per  cent  increase  in  net 
profit  to  L590bn  on  total 
assets  up  by  8 per  cent  to 
LH9.498bn.  That  advance 
ought  to  keep  the  owners 
happy. 

When  the  bank  was  incor- 
porated the  Monte  de  Pas- 
chi's  foundation  endowed 
itself  with  the  bank's  Pal- 
azzo Sansedoni  overlooking 
the  Piazza  del  Campo.  Mem- 
bers thus  enjoy  the  best 
view  of  Siena's  twice-yearly 
palio  bareback  horse  race 
twice  a year.  As  favourites  | 
and  front-runners  fall,  they 
may  consider  that  spreading 
risk  through  a diversified 
portfolio  makes  more  sense 
than  betting  all  their  stake 
on  just  one  bank. 


rKrd-ginori 


Mario  Primicerio.  mayor  of  Florence,  w9  stand  down  at  the  next 
election  (left),  and  Vannino  Chiti,  President  of  Tuscany 


Figuring  on  a |§ 
brighter  future  | 

develop  the  elite  end  of  the  market.-  . 
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Richard-Ginori.  foe 
world-famous  manufacturer 
of  porcelain  tableware,  is 
getting  ready  to  expand. 

For  most  of  this  decade 
the  company,  based  in  foe 
suburbs  of  Florence  and 
founded  in  1735,  has  been 
through  a complex 
restructuring,  including  a 
change  in  its  ownership  just 
two  years  ago. 

But.  after  much 
uncertainty,  prospects  seem 
brighter.  The  company  has 
been  making  steady  profits 
for  the  past  two  years.  It  has 
just  begun  to  be  quoted  on 
the  Milan  stock  exhange 
after  floating  20  per  cent  of 
its  share  capital  last 
December. 

“After  a period  in 
which  we  were  looking 
inward  and  sorting  out 
our  problems,  we  now  have 
the  confidence  to  start 
thinking  about  developing  ." 
says  Vittorio  Veneziani, 
the  group's  managing 
director. 

The  Richard-Ginori  brand 
is  at  the  top  end  of 
the  tableware  market 
specialising  in  classical 
dinner  services.  Its  flowery 
patterns,  rustic  scenes  and 
refusal  to  compromise  with 
avant-garde  tastes  have 
long  been  the  hallmark 
of  a tableware  that 
smacks  of  the  Tuscan  18th 
century.  Many  of  the 
patterns  on  its  crockery  go 
back  200  years. 

For  all  that  foe  company 
is  not  narrow- minded. 
Tableware  is  not  foe  only 
thing  it  does,  for  example. 
Wandering  around  its 
massive  production  plant  at 
Sesto  Florentine,  one  quickly 
comes  across  dozens  of 
large  porcelain  figurines  of 
Pope  John  Paul  II.  all  ready 
to  commemorate  Rome's 
jubilee  year  which  starts  on  | 
December  24.  . ! 

“We  have  just  got  foe 
special  warrant  to  produce 
them  for  foe  event.”  says  Mr 
Veneziani. 

Nor  is  foe  production  of 
tableware  confined  to 
conveyor  belt  processing. 

For  sure,  its  factory  depends 
on  lines  of  men  and  women 
applying  mass-produced 
motifs  to  decorate  porcelain 
that  is  then  reprocessed  at 
temperatures  of  hundreds  of 
degrees. 

But  in  one  corner  of 
the  factory  a small  group 
of  male  and  female  artists, 
trained  at  Ginori's  school, 
is  delicately  painting 


j miniature  scenes  on  to 
freshly  varnished  poroatath ' 

I plates  and  cups,  ready  io  fee 
1 sold  lor  hundreds  of  doflare 
each.  ' 

The  company  st»  feels  it 
needs  to  devote  some  of  to. . 
efforts  to  the  elite  end  of  toe 
market  and  takes 
commissions  for  bespotaf 
dinner  services. 

Yet  foe  going  has  not  .. 
been  easy.  Untfl  the  mid 
1990s  Richard-Ginori  was 
consistently  making  toaae*  - 
due  to  over-oduction  and  - - 
slack  management  Its  then 
owners,  the  Ligresti  group.  . 
began  a tumround,  finally 
selling  Richard-Ginori  several 
| years  ago  to  Carlo 
I Rinaldini’s  Pagnossfo  group 
which  specialises  in  .. 
ceramics. 

The  synergy  between 
Pagnossin  and 

I Richard-Ginori  has  fed  to  - 
considerable  reduction,  n. 
production  costs,  says  Mr 
Veneziani.  The  factory  is 
now  vertically  integrated,  . 
with  about  10  different 
designs  promoted  every 
year. 

Problems  have  not  gone 
away.  The  Japanese  -= 
financial  collapse  last  year . 
led  to  a significant  dent  in 
exports  there  - the 
Japanese  have  always  had  a 
particular  penchant  for 
things  Tuscan. 

The  company  is  also  wefi  _. . 
behind  its  main  European 
rival,  Wedgwood,  in  terms  of 
its  presence  on  foe  market 

Wedgwood  has  something 
like  five  times  more  staff  • 
than  its  Itafian  counterpart. 

But  the  company  seems  to . 
be  on  a sounder  footing. 

Mr  Veneziani  feels  it  can 
grow.  He  and  his  colleagues 
make  it  dear  they  will 
continue  to  rely  heavily  on 
the  wedding  list  trade  both 
inside  and  outside  Italy. 

But  they  also  have  adear 
set  of  ambitions.  They  want 
to  expand  foe  number  of 
brand  name  shops  in  Italy  . 
and  overseas.  They  want  to 
sell  through  other  retail 
outsets  such  as  jewellery 
shops  that  are  willing  to 
stock  high  quality  porcelain. 

A series  of  acquisitions  is 
also  under  way.  Last  year 
Richard-Ginori  bought 
France's  Laure  Japy  for 
L1.5bn.  If  it  can  continue  in 
this  vein,  it  should  be  able  to 
put  its  uncertain  days  behind 
it. 


James  Blitz 


WINE  PRODUCTION  by  James  Blitz 


Riches  flow  from  a 
a vintage  product 

‘Italy  can  achieve  as  much  success  as  the  French 
in  making  wines  of  the  highest  quality’ 


For  most  lovers  of  Tuscany 
wine  is  synonymous  with 
the  word  Chianti  and  the 
huge  quantities  that  flow 
down  from  the  Tuscan  hills. 

But  for  connoisseurs  the 
wine  from  this  region  that 
continues  to  trigger  excite- 
ment - and  a certain 
amount  of  debate  - is  the 
BroneQo  di  Montalcino. 

Thirty  years  ago  the  small 
hilltop  town  of  Montalcino, 
around  40  km  south  of  Siena, 
was  a deserted  place  with 
among  the  lowest  incomes 
per  head  of  the  Tuscan 
region. 

Today.  Bnmello,  the  rich 
red  wine  made  from  the  San 
Giovese  grape,  has  become 
one  of  the  most  sought-after 
in  the  world,  turning  this 
medieval  town  into  one  of 
Toscany’s  richest  spots. 

The  signs  of  richesse  are 
clear  to  see.  Montalcino's 
Banff  vineyard,  one  of  the 
main,  producers  of  Brunello, 
is  said  to  be  thinking  about 
flotation  on  the  Milan  stock 
exchange. 

A hectare  of  Montalcino 
vineyard  never  sells  for  less 
than  L200m,  well  above  the 
average  for  the  Tuscan 
region. 

Top  wine  producers,  the 
Marchesi  Frescobaldi  and 
Robert  Mondavi,  and  even 
leading  companies  such  as 
the  RAS  insurance  group, 
have  all  recently  been  busy 
buying  up  little  pieces  of 
Montalcino. 

“Back  In  the  1960s  there 
were  only  five  or  six  wine 

growers  in  the  area."  says 


Daniel e Cemilli.  vice-chair- 
man of  Gamhero  Rosso  food 
and  wine  magazine.  “Today 
there  are  at  least  130. 

“Lake  it  or  not,  Bnmello  is 
doing  to  Montalcino  what 
white  truffles  are  doing  for 
the  village  of  Alba.” 

Brunello  has  been  made  in 
the  region  since  the  early 
19th  century,  but  it  was  only 
in  the  1970s  that  it  began  to 
gain  notice.  Ex-President 
Giovanni  Leone  gave  a case 
to  Queen  Elizabeth  on  a 
state  visit  to  Britain  in  the 
1970s. 

Then,  in  the  1980s,  the 
scandal  over  methanol  find- 

This  country  has 
spent  far  too 
long  producing 
wines  of  lower  or 
medium  quality1 


mg  its  way  into  low-grade 
Italian  wines  forced  produc- 
ers to  concentrate  on  creat- 
ing higher  grade  brands. 

Brunello  today  represents 
the  very  extreme  of  that 
trend  in  concentrated,  regu- 
lated winemaking.  Pre- 
ciously small  amounts  of  the 
stuff  are  produced.  For  every 
100m  bottles  of  Chianti  sold 
each  year,  there  are  just  4m 
bottles  of  Brunello. 

For  all  the  thousands  of 
hectares  devoted  to  Italian 
wine  production,  just  1,300 


are  the  base  for  the  produc- 
tion of  the  ripe  red  wine 
from  this  area. 

The  makers  of  Brunello 
insist  that  quality  control  - 
it  is  one  of  around  20  Italian 
wines  with  the  prized  DOCG 
patent  - dictates  that  the 
offering  must  be  limited.  Ste- 
fano  CampatelU,  of  the  con- 
sortium that  regulates  Bru- 
nello, insists  the  wine  must 
mature  for  around  five 
years. 

“To  be  successful,  it  can 
only  be  produced  in  the  the 
dry  heat  and  soil  of  the  Mon- 
talrino  area  that  produces  a 
particularly  heavy  and  sweet 
grape,”  he  says. 

"Anyone  who  tries  to  pro- 
duce something  called  Bru- 
nello  in  California  or  any- 
where else  may  be  sued." 

The  130  or  so  winegrowers 
have  also  understood  the 
need  to  cooperate  with  one 
another  to  ensure  that  qual- 
ity, and  prices,  are  main- 
tained. Hence  no  one  grower 
can  produce  more  than  a cer- 
tain amount  of  Brunello  in 
the  region.  And  grapes  that 
do  not  reach  the  required 
standard  are  not  used. 

But  does  the  wine  really 
deserve  to  sell  at  these 
prices  or  is  it  the  product  of 
nifty  marketing  ? 

There  is  no  doubt  that 
some  vintages  are  greatly 
respected  in  the  trade.  The 
1955  Biondi  Santi  Reserve, 
made  by  the  family  that  first 
Started  producing  Brunello 
in  the  19th  century,  was 
recently  described  by  Wine 
Spectator  magazine  of  the 


TOURISM  AND  GASTRONOMY  by  James  Blitz 


Region  seeks  big 
spenders  who  linger 


Officials  are  concerned  that  the  region  is 
doing  too  much  to  attract  mass  tourism, 
detracting  from  the  traditional  charms 
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Tha  producers  of  Brunelo  shows  that  Italy  can  achieve  as  much 
success  as  the  French” 


US  as  one  of  the  100  great 
wines  of  the  century. 

The  Wine  Advocate  news- 
letter has  also  given  high 
marks  In  the  past  to  Bru- 
nello vintages.  But  Mr  Cer- 
nflli  is  a little  reserved. 

“The  wines  can  sometimes 
be  overpriced  and  others  - a 
good  Barolo  for  Instance  - 
offer  similar  quality  for  less 
money.”  he  says. 

Nevertheless,  he  appreci- 
ates the  importance  of  what 


Montalcino  has  tried  to 
achieve  for  the  Italian  wine 
trade  as  a whole. 

“This  country  has  spent 
far  too  long  producing  wines 
of  lower  or  medium  quality,” 
he  says. 

“What  the  producers  of 
Brunello  show  is  that  Italy 
can  achieve  as  much  success 

as  the  French  in  malting 
wines  of  the  highest  quality 
- and  make  money  in  the 
process.’* 


Tuscany  is  getting  too 
popolar  for  its  own  good. 

For  the  past  30  years,  the 
region  has  maintained  a rep- 
utation as  one  of  the  most 
favoured  locations  in  Europe 
for  a family  summer  holiday, 
a sun-filled  retirement  or  a 
trek  through  the  museums 
and  cathedrals  of  Florence 
and  Siena. 

Throughout  the  long  hot 
months  of  August,  Europe's 
elite  continues  to  flock  here. 
Tony  Blair,  the  British  prime 
minister,  Lionel  Jospin,  his 
French  counterpart,  ex-Ger- 
man finance  minister  Oskar 
Lafontaine,  a smattering  of 
minor  European  royalty  - 
all  have  been  visitors  to  Tus- 
cany in  past  years,  trailed 
through  the  countryside  by 
teams  of  paparazzi  and  ogled 
in  the  newspapers  back 
home  by  people  having  mare 
down-to-earth  holidays. 

You  might  think  that  Tus- 
cany’s regional  government 
would  be  happy  that  it  is 
such  a popular  centre.  But  It 
is  getting  worried.  The 
region’s  popularity  is  all 
very  well  as  Ear  as  local  busi- 
ness is  concerned.  But 
increasingly,  the  people  com- 
ing to  the  region  are  not  dis- 
criminating tourists  but  visi- 
tors on  short,  low-budget 
holidays.  They  spend  little 
money.  They  don't  return. 
And  they  create  a market  for 
burgers,  trinkets  and  cheap 
accommodation  that  gradu- 
ally corrodes  Tuscany's  long- 
established  traditions. 

“If  you  look  at  the  queues 


at  the  Uffizi  in  Florence  or 
the  number  of  people  hang- 
ing around  the  Duomo  at 
Easter  or  in  summer  you  see 
the  problem  we  are  coming 
up  against."  says  Marialina 
Marcucci,  vice-president  of 
the  Tuscay  Region.  “We 
don't  want  to  discriminate 
against  anyone  or  turn  any- 
one away.  But  it  is  proving 
difficult  to  maintain  a cer- 
tain quality  of  life  and  expe- 
rience here,  either  for  visi- 
tors or  residents." 

Tourism  continues  to  be 
one  oF  the  main  sources  of 
income  for  Tuscany.  Eight 
million  people  visited  the 
region  last  year.  They  spent 
something  like  L3.000bn 
between  them.  The  area  is 
the  second  most  visited  in 
Italy  after  the  Veneto.  It  was 
the  only  Italian  region  in 
1998  where  the  number  of 
tourists  went  up  not  down. 

But  as  Ms  Marcucci  says, 
tourists  seem  to  congregate 
in  increasing  numbers  in 
just  three  centres:  Florence. 
Siena  or  the  picturesque  vil- 
lage of  San  Gimignano.  Th^ 
visitors  to  these  places  seem 
to  be  ever  more  hurried, 
unprepared,  leaving  with  the 
plain  satisfaction  of  having 
“done"  the  Palazzo  Vecchio 
or  circled  the  Campo  di 
Siena.  And  this,  in  turn 
encourages  the  creation  of 
shops  and  services  that  cater 
for  budget  visitors,  who 
want  low  quality  souvenirs 
and  basic  accommodation. 

Concerns  are  particularly 
strong,  for  example,  on  the 


issue  of  Tuscan  cuisine.  In 
the  heart  of  Florence's 
Duomo  one  can  still  find  a 
popular  and  high  quality  res- 
taurant like  Cibreo,  where 
visitors  can  savour  the  deli- 
cate, soupy  flavours  of  tradi- 
tional Tuscan  cooking  at  a 
cost  that,  by  most  European 
city  standards,  is  affordable. 

But  the  restaurant's 
owner,  Fabio  Picchi,  laments 
that  it  is  increasingly  hard 
to  find  good  quality  Tuscan 
cooking,  or  even  good  basic 
products,  in  the  region.  “Ten 
years  ago.  people  would  reg- 
ularly come  and  enjoy  a 
good  'bistecca  fiorentina' 
[the  region's  famed  t-bone 
steak].  But  locals  and  tour- 
ists want  shorter  and  more 
hurried  lunches,  so  butchers 
are  closing  down  and  It  is 
harder  to  find  good  quality 
meat.” 

How  can  Tuscany's 
regional  authorities  npiiHtur 
this  reduction  in  quality?  Ms 
Marucci  says  the  aim  is  to 
try  and  get  tourists  to  go  out 
Into  the  country  and  dis- 
cover the  pleasure  of  places 
hke  Arezzo,  Sorano,  Massa 
Mantima  or  areas  like  the 
tiunigiana. 

^Moreover,  hoteliers  and 

travel  agents  need  to  get  pro- 
spective tourists  to  think 
more  carefully  about  what 
they  want  to  do  on  a holiday 
in  Tuscany  before  they 
travel.  “We  need  to  get 
inside  the  heads  of  people 
af^  tell  them  a little  more 
about  what  they  might  see 
and  do  before  they  come 
HI**'”  ,*he  say*1-  "That  way 
we  could  end  up  with  a stiu- 

SSL,n  wh*ch  a smaller 
number  of  people  make  lon- 
ger. more  fulfilling  visits  ” 


28 


TUSCANY  4 


INDUSTRY  by  Paul  Betts 
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Co-operation  is  the  key 


Masse  esm 
Livorno 


Flexibility  and  hard  work  are  no  longer  sufficient  to 
compete  in  an  increasingly  complex  global  market  place 


It  could  be  Hong  Kong.  At 
Prato,  an  easy  half  hour 
drive  from  Florence,  you  can 
order  a suit  or  any  garment 
on  a Friday  evening  and  col- 
lect it  on  Monday  morning 
from  one  of  a thousand  or  so 
clothing  businesses  run  by 
what  has  grown  to  be  Italy's 
largest  Chinese  community. 

“We  don't  know  exactly 
how  many  Chinese  now  live 
here  but  their  presence  has 
exploded  during  the  past  two 
years,”  says  SO  van  o God,  a 
local  textile  manufacturer 
and  bead  of  Prato’s  chamber 
of  commerce. 

“We  estimate  conserva- 
tively that  there  must  be 
about  15.000,  and  most  work 
in  the  clothing  business 
producing  garments  in  24  to 
48  hours.” 

Their  clothing  businesses 
often  carry  Italian  names, 
“Confezioni  Maria"  or  “C-on- 
fezioni  Paola”.  And. 
although  they  are  not  inte- 
grated in  Prato's  long-estab- 
lished textile  and  fashion 
industrial  system,  the  Chi- 
nese themselves  have 
adapted  well  to  life  in  this 
Tuscan  city.  living  quietly 
and  industriously  alongside 
the  local  population. 

Prato  has  a long  history  of 
immigrant  waves  and  has 
also  long  been  a leading  tex- 


tile manufacturing  centre. 
One  of  the  great  Renaissance 
princes  of  commerce,  the 
textile  trader  Francesco  di 
Marco  Datini,  was  a Prato 
native. 

At  the  end  of  the  second 
world  war  Prato  was  a city 
of  barely  50.000  inhabitants. 
In  the  1950s  its  population 
was  swelled  by  the  arrival  of 
immigrants  from  Italy's 
northern  region  the  Veneto, 
another  traditional  textile 
manufacturing  area. 

In  the  1960s  more  immi- 
grants arrived  from  the 
depressed  south  of  the  coun- 
try. Today  Prato  is  the  third 
largest  metropolitan  area  in 
central  Italy  after  Rome  and 
nearby  Florence  with  about 
190,000  inhabitants. 

It  is  also  a classic  example 
of  Tuscany's  present  indus- 
trial structure,  made  up  of  a 
dense  network  of  small  fami- 
ly-owned businesses,  each 
specialised  in  a strongly 
export-orientated  niche  rang- 
ing from  textiles,  leather 
goods  and  shoes  to  machin- 
ery and  machine  tools. 

Prato  itself  boasts  the 
number  one  slot  in  Italy  in 
terms  of  exports  per  capita. 
About  50,000  people  work  in 
its  textiles  and  clothing  sec- 
tor. excluding  the  new  Chi- 
nese arrivals.  These  indus- 


trial activities  alone  account 
for  L9.000bn  in  annual  sales. 
Of  this  total.  65  per  cent 
comes  from  exports. 

The  fiercely  independent, 
individualistic  and  industri- 
ous nature  of  the  Tuscan 
entrepreneur  has  been  one 
of  the  driving  forces  behind 
the  postwar  economic  devel- 
opment of  the  region. 

But.  while  it  has  been  a 
strength  of  the  local  indus- 
trial system,  it  is  now  also 
becoming  a problem. 

Flexibility  and  hard  work 
are  no  longer  sufficient  to 
compete  in  an  increasingly 
complex  global  market  place. 

“Many  family-owned  com- 
panies find  it  hard  to  dele- 
gate and  co-operate  with  oth- 
ers," explains  Mr  Gori.  "But 
they  now  need  to  do  so  more 
and  more.” 

To  compete  internation- 
ally the***  small  companies 
must  now  learn  to  spread 
their  research  and  develop- 
ment costs  and  their  risks. 
“You  simply  cannot  afford 
any  more  to  do  everything 
by  yourself,  producing  a 
complete  range  of  textile 
samples,"  he  says. 

“The  new  generations  also 
tend  to  be  less  focused  on 
the  family  business.  And  it 
is  interesting  to  note  that 
not  a single  one  of  our  com- 


panies is  listed  on  the  stock 
market." 

He  is  trying  to  encourage 
greater  collaboration  among 
local  industrialists  to  face 
the  problems  of  the  recent 
strings  and  downturns  in  the 
various  international  mar- 
kets as  well  as  Italy's  mem- 
bership of  the  euro. 

“We  launched  a proposal 
last  year  to  set  up  mini-hold- 
ing companies,"  be  says. 
“The  idea  is  to  bring 
together  three  or  four  small 
companies,  not  merging 
them  but  encouraging  them 
to  co-operate  by  pooling 
together  the  resources  to 
create  a new  venture.” 

Such  mini-holdings  are 
seen  as  an  efficient  way  to 
help  small  companies 
expand  in  new,  more  promis- 
ing fields  such  as  clothing. 
The  textile  industry  itself  is 
under  intense  competitive 
pressure  and  many  manufac- 
turers have  been  moving 
into  the  clothing  business 
which  offers  better  returns. 

“The  problem  for  our  tra- 
ditional textile  industry  is 
that  competition  in  export 
markets  has  become  fierce.” 
says  Mr  GorL 

Competition  has  also 
grown  internally.  Italy  tradi- 
tionally had  three  fashion 
centres.  Rome,  Florence  and 
Milan.  In  recent  years  Milan 
has  made  an  aggressive  bid 
to  dominate  the  business. 

However,  after  long  negoti- 
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ations,  Milan  and  Florence 
reached  a compromise  by 
splitting  this  high-profile 
and  lucrative  business 
between  the  two.  Milan  con- 
centrated on  high  fashion 
and  ready-to-wear  women’s 
clothing  shows  while  Flor- 
ence took  the  men's  and  chil- 
dren's wear  business. 

“It  was  quite  simple,"  says 
Ginolo  Ginori  Conti,  head  of 
the  Florence  industrialists’ 
association.  “If  our  main 
fashion  centres  did  not 
co-operate  it  would  have 
simply  played  into  the  hands 
of  Paris  and  the  French.” 

Tuscany  as  a region  has 
struggled  to  develop  large- 
scale  industries  to  balance 
its  web  of  small  family  con- 
cerns. The  central  govern- 
ment sought  to  encourage 
the  development  of  a heavier 
industrial  structure  by  sub- 
sidising the  construction  of 
steel  and  chemical  plants 
that  have  since  been  res  true- 
tuned,  sold  oft  to  the  private 
sector  or  shut  down  follow- 
ing the  radical  change  in 
Rome's  earlier  intervention- 
ist approach  to  industry. 


The  remaining  industrial 
flagships  have  also  been 
forced  to  adapt  to  the 
changes  in  the  global  mar- 
ket. The  Orlando  metals 
group  still  has  its  headquar- 
ters in  Florence  but  has 
become  a pan-European  com- 
pany, managwt  in  Milan, 
with  significant  operations 
in  Germany  and  Spain* 

Nuovo  Ptgnone,  the  gas 
turbine  manufacturer  based 
in  Florence,  was  sold  off  by 
the  Italian  Eni  oil  group  to 
General  Electric  of  the  US 
and  is  now  just  another 
piece  in  the  global  industrial 
jigsaw  of  the  American  mul- 
tinational. 

Gucci,  too.  probably  Flor- 
ence's best  known  luxury 
brand,  is  owned  by 
Anglo-Saxon  investment 
funds  managed  In  London, 
headquartered  in  the  Nether- 
lands, quoted  on  the  New 
York  and  Amsterdam  stock 
markets  and  now  the  subject 
of  an  unsolicited  takeover 
attempt  by  the  French  lux- 
ury goods  giant  LVMH.  For 
all  this,  the  company 
remains  rooted  in  Florence. 


PROFILE 

PIAGGIO 


Vespa’s  creator 
is  still  buzzing 

The  company  is  pinning  its  hopes  on  the 
Indian  and  Chinese  markets 


The  buzz  of  swarms  of 
motorini,  scooters  and 
mopeds  weaving  through 
traffic  in  narrow  streets  and 
crowded  piazzas,  is  one  of 
the  most  familiar,  sounds  of 
Italian  dty  life. 

Nowhere  is  it  more  so 
than  in  Florence,  where  the 
motorino  is  part  of  the 
Tuscan  capital's  way  of  life. 

This  intrinsically  Italian 
phenomenon,  which  has 
since  spread  around  the 
globe,  was  bom  in  the  dying 
years  of  the  last  war  only  30 
miles  or  so  from  Florence  in 
the  town  of  Footed  era,  close 
to  Pisa. 

Enrico  Piaggio,  whose 
family  firm  started  back  in 
1884  and  was  better  known 
for  building  flying  boats  and 
bombers,  launched  the 
Vespa  in  1946.  It  was  the 
beginning  of  a revolution  in 
urban  transport  The  Vespa 
became  the  world's  most 
famous  scooter  and 
increasingly 'm  more  recent 
years  an  international 
fashion  statement 

More  than  15m  Vespas 
have  been  sold  since  and 
the  Vespa  continues  to  be 
the  flagship  and  symbol  of 
the  Piaggio 's  expanded 
two-wheeler  and  light  urban 
vehicle  product  line. 

In  a region  dominated  by  a 
dense  network  of  small  and 
medium-sized  companies, 
Piaggio  is  unusual. 

It  is  Tuscany's  largest 
private  manufacturing 


company  employing  5,000 
people  at  Pontedera. 

Formerly  an  aircraft 
manufacturing  plant  the 
factory  has  been 
restructured  and  adapted  to 
the  highest  modem 
automation  and  technology 
standards  to  produce  a wide 
range  of  scooters,  mopeds 
and  motorcycles. 

It  rs  the  European  leader 
of  the  two-wheel  sector.  It 
produces  600,000  vehicles  a 
year,  mostly  in  Pontedera.  It 
has  licensing  agreements  in 
India,  where  a further 
350,000  Piaggios  are 
produced  every  year,  as  well 
as  ventures  in  China  and 
Taiwan. 

The  company  has  never 
lost  its  focus.  As  the  second 
world  war  was  endvtg  Enrico 
Piaggio  began  to  think  about 
the  reconstruction  of  Italy. 
His  contribution  was  to 
reinvent  his  aerospace 
company  Into  a leader  in 
light  urban  mobility. 

Stefano  Rosseili  Del  Turco, 
the  company's  chief 
executive,  insists:  “We  will 
never  be  a car  manufacturer. 
If  you  need  a full  driving 
licence,  then  I don’t  want  to 
make  it" 

Instead,  the  company  is 
continuing  to  concentrate  on 
two-  as  well  as  snail  three- 
and  four-wheelers  to 
address  the  needs  of  light 
urban  transport 

The  past  few  years  have 
not  been  easy  for  Piaggio, 


FASHION  by  Alice  RawsBrnm 

Battle  goes 
to  heart 
area’s 

The  action  in  the  corporate  ba^over^- 

but  the  saga  is  rooted  in  Tuscany  r 

ting  to  the  US  in  19M*  where  v 
he  designed  footwear  fbr 
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Riming  about  town;  nowhere  is  the  motorini  more  part  of  the  way  of  life  than  in  Horen  ce 


being  a global  company 
without  fee  necessary  global 
dimension  in  terms  of 
production  volumes. 

Competition  from 
Japanese  manufacturers 
krtensified.  Although  it 
ranked  fourth  in  the  world 
market  for  two-wheelers,  its 
in-house  annual  production 
of  600,000  was  well  short  of 
Honda’s  6m,  Yamaha’s  2m 
and  Suzuki's  1m. 

Handicapped  by  its  cost 
base,  Piaggio's 
competitiveness  further 
suffered  with  toe 
strengthening  of  toe  Italian 
currency. 

ft  considered  taking 
advantage  of  Itafian 
government  Incentives  to 
invest  in  toe  Mezzogiomo, 
Italy’s  poor  south, 
unleashing  controversy  in 
Tuscany  which  feared  losing 
one  of  its  most  significant 
industries. 

Then  personal  tragedy 
struck  the  company  when  its 
chief  executive,  Giovanni 
Alberto  Agnelli,  died  of 
cancer.  The  young  Agnelli, 
son  of  Umberto  Agnelli, 
chairman  of  ffil,  the  Agne/Ii 
family  industrial  holding  and 


core  shareholder  of  the  Fiat 
automotive  empire,  was 
being  groomed  at  Piaggio  to 
assume  eventually  an 
Increasingly  important  role  at 
Fiat 

But  Piaggio  now  appears 
to  have  turned  toe  comer. 
After  two  years  of  losses  the 
company  last  year  was  back 
in  the  black. 

“We  achieved  the 
tumround  by  cutting 
structural  costs  as  well  as 
significantly  reducing  our 
manufacturing  costs, 
Increasing  productivity  after 
long  and  difficult 
negotiations  with  our 
unions,”  says  Mr  Rosseili  Del 
Turco. 

The  company  cut  1 ,430 
jobs  and  managed  to 
negotiate  a trend-setting 
flexibility  agreement  with  its 
unions  to  enhance  its 
competitiveness.  The 
problem  for  Piaggio  has 
traditionally  been  the  annual 
peaks  and  troughs  of  its 
production  volumes. 

Demand  for  scooters  is 
highest  in  the  summer 
months  while  toe  winter  has 
always  been  sluggish. 

The  issue  was  to  introduce 


a flexible  production  system 
whereby  staff  numbers  could 
be  adapted  to  meet 
demand.  The  Pontedera 
plant  has  a maximum 
capacity  of  3,000  scooters  a 
day.  In  toe  peak  summer 
months  it  produces  about 
2,600.  The  number  drops 
dramatically  to  around  1 ,000 
in  winter. 

'The  agreement  with  the 
unions  has  helped  us  reduce 
our  structural  costs 
significantly."  says 
Alessandro  Barberis, 
Piaggio's  chairman.  A former 
senior  executive  at  Fiat,  he 
added  that  toe  agreement 
had  significantly  increased 
toe  company’s  ability  to 
react  quickly  to  swings  and 
changes  in  a highly  seasonal 
market 

The  company  is  seeking  to 
increase  its  international 
presence,  pinning  its  hopes 
on  expansion  in  India  and 
China  Mr  Rosseili  Del  Turco 
sees  a parallel  between  India 
today  and  the  Italian  market 
at  toe  end  of  toe  war. 

"It  has  huge  potential  and 
our  products  already  have  a 
strong  lead  in  that  market,” 
he  says.  The  Italian 


company  Is  considering 
making  an  acquisition  in 
India  to  boost  its  presence. 

The  restructuring  strategy 
has  also  seen  Piaggio  set  up 
a separate  engine  division 
which  not  only  supplies  toe 
company’s  needs  but  also 
sells  its  products  to  rival 
manufacturers.  "Aprilia, 
ftaljet,  Moto  Guzzi,  Cagiva 
are  already  our  customers,” 
says  Mr  Barberis.  But 
probably  the  biggest 
challenge  Piaggio  faces  is 
the  introduction  of  European 
Union  pollution  emission 
standards  this  year  and  their 
likely  impact  on  toe  market 

“We  have  taken  a strategic 
decision  to  be  very 
aggressive  in  addressing  this 
issue,”  says  Mr  Rosseili  Del 
Turco.  Piaggio  has  already 
launched  a range  of 
environmentally  friendly 
scooters  complying  with  the 
new  standards. 

“We  believe  the  new  rules 
will  offer  us  a tremendous 
market  opportunity,"  adds 
toe  Piaggio  chief  executive. 

Paul  Betts 


Since  the  start  of  this  year, 
the  eyes  of  the  international 
fashion  industry  have  been 
focussed  firmly  on  the  far 
from  glamorous  setting  oi 
the  Amsterdam  courthouse 
where  the  senior  executives 
of  LVMH.  the  world's  largest 
luxury  goods  group,  have 
wrangled  publicly  with  their 
counterparts  at  Gucci. 

The  battle  between  Gucci 
and  LVMH  has  been  one  of 
the  bloodiest  and  most  dra- 
matic clashes  that  the  fash- 
ion industry  has  seen  in 
years.  It  has  even  shaken  up 
the  status  quo  among  the 
upper  echelons  of  the  French 
corporate  sector,  because  of 
the  surprise  intervention  of 
Franpois  Pinault,  one  of 
France's  wealthiest  industri- 
alists and  one-time  ally  of 
Bernard  Arnault,  LVMH  s 
chairman,  who  cast  himself 
in  a cameo  role  by  backing 
the  Gucci  board  against  his 
former  friend. 

As  one  would  expect  of  a 
modem  corporate  conflict, 
the  action  in  the  battle  for 
Gucci  bas  taken  place  all 
over  the  world.  If  the  protag- 
onists have  not  been  clos- 
eted with  their  lawyers  in 
Amsterdam;  they  have  been 
courting  the  fund  managers 
who  call  the  shots  at  Gucci's 
institutional  investors  in 
London  and  New  York:  or 
making  clandestine  visits  to 
Mr  Pinault’s  opulent  Pari- 
sian townhouse. 

Yet  the  Gucci  saga  is 
really  rooted  in  Florence,  the 
city  where  Gucci  Guccio 
started  selling  beautifully- 
made.  but  rather  expensive 
leather  goods  from  a shop  on 
Via  del  Patrione  in  1923. 
Gucci  bas  since  become  a 
global  business  with  one  of 
the  world's  best  known 
brand  names  and  a $lbn-plus 
turnover  last  year,  but  it  is 
still  headquartered  in  Flor- 
ence and  many  of  its  prod- 
ucts are  manufactured  in  the 
Tuscan  region,  not  in  artis- 
anal workshops,  but  state-of- 
the-art  factories. 

Other  Tuscany-based  com- 
panies. notably  Ferragamo. 
have  also  benefited  from  the 
combination  of  high  quality 
products  and  aggressive 
global  marketing  which  has 
turned  Gucci  into  a $lbn-a- 
year  concern. 

Tuscany’s  status  as  one  of 
Europe's  most  important 
fashion  production  centres 
dates  back  to  the  13th  cen- 
tury. 

Centuries  later,  both  Flor- 
ence and  Tuscany  are  still 
renowned  for  those  tradi- 
tional skills.  Rome  estab- 
lished itself  as  the  centre  of 
Italy’s  couture  trade  in  the 
1950s  and  1960s,  only  to  be 
supplanted  by  Milan's  emer- 
gence as  the  showcase  for 
the  ready-to-wear  sector  in 
the  1970s.  with  the  rise  of 
designers  like  Gianni  Ver- 
sace and  Giorgio  Armani. 
Yet  Florence  still  stages 
important  exhibitions,  and 
has  nurtured  such  famous 
brand  names  as  Gucci  and 
Ferragamo. 

Like  Gucci,  Ferragamo  is 
rooted  in  Florence's  artis- 
anal traditions.  Salvatore 
Ferragamo.  its  founder,  was 
born  in  southern  Italy  in 
1898.  and  trained  as  a shoe- 
maker there  before  emigra- 


THE  UFFIZI  by  Jennifer  Grego 


The  blast  which  shook  the  establishment 


On  May  26,  1993.  a bomb 
exploded  in  Florence’s  Via 
dei  Georgoffli:  a small  street 
skirting  the  West  wing  of  the 
Uffizi  galleries.  The  bomb, 
attributed  to  the  Mafia, 
caused  extensive  damage, 
but  the  plus  side  was  a salu- 
tary shock  to  Italy’s  compla- 
cent and  sleepy  arts  adminis- 
tration. Buildings  adjacent 
to  the  Uffizi,  long  coveted  by 
the  museum's  director  were 
vacated,  restored  and 
handed  back  to  the  gallery. 

This  sudden  acquisition  of 
space  meant  that  a magnifi- 
cent 150-strong  private  col- 
lection of  paintings,  ceram- 
ics and  sculpture,  the 
Contini  Bonacossi  collection, 
purchased  by  the  state  in 
1969,  could  at  last  come 
home. 

This  collection  includes  a 
Sassetta  altarpiece,  the 
'Madonna  of  the  Snow  (refer- 
ring to  the  miraculous 
fall  erf  August  snowon  the 
site  of  Rome’s  St.  Maria 
Maggiorej.  an  early  Bernini 
sculpture,  a Veronese  por- 
trait, and  an  extraordinary 
group  of  Spanish  treasures: 
Goya.  Velasquez,  Zurbaran 


and  El  Greco. 

The  terms  “Grandi  Uffizi" 
and  “Nuovi  Uffizi”  have 
been  much  bandied  about  in 
recent  years.  The  museum's 
director,  Annamaria  Petrioli 
Tofani,  abandoned  the  for- 
mer in  1989,  shortly  after 
taking  office.  She  felt  it 
invited  embarrassing  com- 
parison with  the  Uffizi 's 
younger  but  larger  sister 
museum,  the  Louvre.  She 
points  out  that  while  the 
Louvre  can  move  the  French 
finance  ministry  to  create 
more  exhibition  space,  she 
bas  little  voice  in  decisions 
concerning  her  museum's 
future.  Even  the  Contini 
Bonacossi  collection  has  not 
had  the  space  she  feels  it 
required,  due  to  forced  co- 
habitation with  the  region's 
catalogue  office. 

Things  move  slowly  in 
Italy.  The  “Grandi  Uffizi" 
idea  dates  back  to  the  imme- 
diate post-war  years,  when 
the  first  signs  of  mass  tour- 
ism began  to  appear.  In  1965, 
it  was  decided  to  dislodge 
the  state  archives,  which 
had  occupied  a large  part  of 
the  lower  floors  since  the 


1830s.  The  archives  finally 
moved  out  in  1988,  and  Ms 
Petrioli  Tofani  began  her 
“new  Uffizi"  project 

When  faced  with  a choice 
between  innovation  and  con- 
servation. Italian  museum 
directors  tend  to  opt  for  the 
latter. 

This  is  comprehensible  in 
the  case  of  the  Uffizi  - a 
masterpiece  of  Mannerist 
architecture,  commissioned 
oy  Cosimo  I de  Medici  from 
the  family  architect  Vasari 
in  1560,  to  house  the  duchy’s 
administrative  offices. 

So  Ms  Petrioli  Tofani  has 
overseen  a conservative  res- 
toration of  her  newly-ac- 
quired spaces  - returning 
the  “piano  nobile”  and 
ground-floor  areas  to  their 
10th  century  glory-  The 
museum  entrance  is  practi- 
cally unchanged,  and  the 
ground  floor  areas  are 
divided  into  the  now  pri- 
vately run  ticket  office, 
bookshop  and  multi-media 
areas  placed  towards  the 
River  Arno  where  the  risk  of 
flooding  is  greatest,  while 
adisplay  section  of  docu- 
ments relating  to  the  build- 


ing's story  is  sited  close  to 
the  Palazzo  Vecchio. 

A new  and  glamorous  cov- 
ered exit  into  Piazza  Castel- 
lan! (at  the  back  of  the  East 
wing)  is  to  be  be  built  by  the 
Japanese  firm,  Arata  Isozaki, 
winner  in  an  open  competi- 
tion with  figures  such  as 
Norman  Foster  and  Gae 
Aulenti.  The  director 
approves  of  Isozaki’s  project, 
but  is  opposed  to  the  “vul- 
gar” exit  approach.  Visitors 
will  be  forced  into  a tortuous 
ronte  along  displays  of 
museum  products:  “too  like 
motorway  cafe  exits”. 

Ms  Tofani  is  prevented  by 
staffing  problems  from  doing 
the  small,  didactic  exhibi- 
tions she  admires  at  the 
National  Gallery  in  London. 
However,  the  Uffizi  manages 
at  least  two  exhibitions  of 
drawings  per  year,  each  last- 
ing three  months  (the  maxi- 
mum period  for  exposure  to 
light  without  danger). 

Although  some  paintings 
have  been  removed  from  the 
Tribune,  the  Medici  Venus, 
the  other  antique  sculptures 
and  the  table  with  its  mosaic 
of  semi-precious  stones  still 


VWfors  are  unable  to  see  Simone  Martini's  Annunciation: 


occupy  precisely  the  posi- 
tions shown  In  Zoffany’s 
1772  painting  of  rather  smug 
English  aristocrats  on  their 
grand  tour. 

The  Uffizi  does  carry  out 
restorations  regularly  with 
private  funding.  One  of  the 


most  recent  is  the  Verroc- 
chio/Leonardo  “Baptism  of 
Christ",  As  the  pressure 
from  mass  tourism 
increases,  the  “spreading"  of 
visitors  has  become  a prob- 
lem For  all  the  arts  cities  of 
Italy.  In  1998,  Florence  had 


The  Bridgeman  Art  Library 


6m  visitors,  ah  struggle  to 
see  a cluster  of  masterpieces 
m one  square  kilometre. 

Ex-Arts  minister.  Antonio 
Paolucci.  describes  Italy’s 
tourist  meccas.  Florence  and 
Venice,  as  “ice-cream” 
cities,  being  eaten  up 


by  ravenous  crowds. 

Florence  itself  has  66 
museums,  only  10  per  cent  of 
which  are  visited,  - the  Uff- 
izi  being  under  the  greatest 
pressure.  Ms  Petrioli  Tofani 
feels  more  power  should  be 
in  her  hands,  allowing  her  to 
resolve  problems  which 
cause  intense  irritation  to 
foreign  visitors.  A recent 
visit  showed  seven  rooms 
closed  owing  to  lack  of  atten- 
dants, including  that  con- 
taining Simone  Martini's 
famous  ’Annunciation'. 

Oddly  enough,  in  Florence 
today,  there  are  actually  less 
important  sights  continu- 
ously available  to  tourists 
than  a century  ago.  Vasari's 
sPecfaCUlar  Corridor  linking- 
the  old  and  new  residences 
of  the  Medici,  Palazzo  Veo 
chio  and  Palazzo  Pitti.  via 
the  Uffizi  and  the  Ponte  Vec* 
chio.  re-opened  following  res- 
toration in  1973,  but  has  sub- 
sequently only  beea 
accessible  sporadically  dur- 
ing  the  summer  months.  It  Is 
likely  to  be  re-opened 
between  May  and  October 
this  year. 

Opening  hours:  Q&3G  - lfcOO. 
Sunday  08J30  - 13:00,  Monday 
closed.  Contini  Bonacossi 
(same  ticket  as  Uffizi)  open 
08.45  - 13.-00  (booking  compnl- 
^nry),  information  and  book- 
ings. telephone:  (055)  294883 


m f* 


us,-  , 

workshop  of  60  employees  on 
Florence's  via  MannelK,  ■;  t 
When  his  first  company': 
went  bankrupt  after  tlte  1939  ^ 
crash,  Mr  Ferragamo  began 
a new  business,  and  later  - 
bought  Palazzo  FerantSphtf,- ) 
the  13th  century  building  oh 
via  Tornabuoni  that  housed 
its  workshop  and  offices.  -By 
the  mid-1950s.  Ferragano  ‘ 
employed  700  people  and  pro- 
duced 350  pairs  of  hand- 
made shoes  a day. 

After  Mr  Ferragamo's 
death  in  1960,  the  business 
continued  under  his -wife,-. 
Wanda,  and  their  six  chil-  . 
dren.  Today,  the  Ferragamo 
groups  makes  11,000  pairs  of, 
shoes  each  day,  and  gener: 
ates  annual  sales  of  around 
$500m  from  its  core  footwear  - 
business.  It  has  acquired' 
Ungaro,  the  Parisian  fashion  ■ 
house,  and  a number  of' 
hotels,  but  is  still  head- 
quartered at  Palazzo  Feroni- 
Spini  and  wholly  owned  by 
the  founding  family.  Indeed, 
the  Ferragamo  heirs  man-  ' 
aged  the  transition  into  a 
second  generation  family 
company  so  successfully, 
that  they  have  become  the 
subject  of  a case  study  by 
Harvard  Business  School: 
Unfortunately  for  Flor- 
ence’s other  fashion  flagship, 
Guccio  Gucci’s  heirs  have 
handled  their  company's 
affairs  far  less  harmoni- 
ously. After  years  of  feuding, 
during  which  the  Gucd  label 
was  allowed  to  flounder* 
eventually  becoming  a deval- 
ued Eurotrash  brand,  the 
Guccis  finally  sold  out 
between  1989  and  1993  to 
Investorcorp,  a Bahrain- 
based  banking  group. 

Having  steered  Gucd  back 
to  recovery,  under  Domenico 
De  Sole  as  president  and 
Tom  Ford  as  chief  designer. 
Invest co  rp  floated  the  com- 
pany on  the  Amsterdam  and 
New  York  stock  markets  in 
1995.  Investcorp  then  took 
advantage  of  Gucci's  rising 
share  price  to  sell  its  entire 
stake,  leaving  the  group 
with  100  per  cent  of  its 
equity  in  public  issue,  and 
thereby  prey  to  predators 
sweeping  up  its  shares  oh 
the  open  market 
Recognising  this  threat, 

Mr  De  Sole  tried  to  introduce 
a “poison  pill”  mechanism, 
but  his  efforts  were  stymied 
by  opposition  from  Gucci's 
institutional  investors.  Ibis 
January,  the  worst  fears  of 
both  himself  and  Tom  Ford; 
were  realised  when  Mr 
Arnault  secretly  spent 
$1.4bn  on  acquiring  34.4  per 
cent  of  Gucci,  and  appeared 
poised  to  try  to  control  ft  as 
a minority  shareholder. 

By  drafting  in  Mr  Pinault 
as  a “white  knight",  Gucd 
defused  that  threat  by  man- 
oeuvring Mr  Arnault  into 
mounting  a full  bid.  How- 
ever, it  now  faces  having  to 
cede  its  independence  to  a 
French  owner,  thereby  rais- 
ing a question  over  the 
future  of  the  skilled  employ- 
ees whose  work  has  brought 
such  stature  to  Tuscany's 
fashion  industry. 
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index,  which  covers  the  lead-  day  by  US  group  Compaq  last  week's  European  Cen-  dropped  2.78  per  cent  on  the 
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The  FTSE  Eurobloc  100  The  warning  late  on  Fri- 


er’s profit  warning  but  h«7ir'i  J B tountnes  perea  wnen  wan  street  took  data  showing  gross  oranesac  cent,  wnue  rumps  of  hoi- 
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ing  a 37  per  cent  stake. 

However,  shares  in  Volks- 
wagen, Europe’s  largest  car  8wi Mia 
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Swedish  bond  prices  fall  sharply 


BEW^MARK  BCMNDS 

By  Arkady  Ostrowky  In  London 
aid  John  Labarte  m New  Yoift 

Swedish  bonds  grabbed  the 
spotlight  in  a day  of  quiet 
European  trading  as  their 
prices  fell  sharply  and  yields 
jumped  on  news  of  the  resig- 
nation. of  the  country’s 
finance  minister. 

Erik  Asbrink’s  surprise 
resignation  caused  jitters  on 
the  international  capital 
markets  and  led  to  a widen- 
ing of  the  Swedish  10-year 
bond's  yield  spread  over  Ger- 
man bunds  by  12  basis 
points  to  46  basis  points. 

Some  observers  inter- 
preted the  departure  of  Mr 
Asbrink  as  negative  for  the 
prospects  of  Sweden's  Join- 
ing the  single  currency  by 


2002.  Jeremy  Hawkins  at 
Bank  of  America  said:  “The 
widening  of  the  spreads 
illustrates  how  sensitive  the 
markets  are  to  any  move 
affecting  an  entry  to  the 
EMU." 

US  Treasuries  were  mostly 
higher  in  thin  mid-day  trad- 
ing. The  30-year  Treasury 
bond,  the  benchmark  for  US 
long-term  interest  rates,  was 
y.  higher  at  97'A,  sending  the 
yield  down  to  5.445  per  cent. 

Among  shorter-term  issues 
the  10-year  note  was  stron- 
ger by  sending  the  price 
to  97jg  and  the  yield  to  5.036 
per  cent.  The  two-year  note 
was  unchanged  at  100.  yield- 
ing 4874  per  cent 

Traders  were  awaiting  a 
week  of  corporate  bond  deals 
that  was  expected  to  put 
pressure  on  the  Treasury 


Eurohypo  issues 
€500m  floater 


NJW  ISSUES 
By  Khazem  Merchant 

Eurohypo,  the  German 
mortgage  bank.  launched  a 
€50Om  floating-rate  note, 
which  bankers  said  could 
signal  a flurry  of  “floaters" 
following  the  cut  in  interest 
rates  by  the  European  Cen- 
tral Bank  last  week. 

Belgium  is  expected  to 
launch  €2bn  of  three-year 
floating-rate  notes  in  the 
next  few  days,  say  market 
sources,  part  of  a series  of 
such  deals  expected  to  be 
launched  by  borrowers 
encouraged  by  the  rate  cut 

Eurohypo,  formerly  Frank- 
furter Hypothekenbank, 
launched  the  three-year 
bonds  priced  to  yield  three- 
month  euribor  less  two  basis 
points.  A banker  described 
the  issue  as  a “good  defen- 
sive instrument,  with  not 
much  downside  capital  risk". 


WORLD  BOND  PRICES 


Cofinoga,  a French  con- 
sumer finance  company, 
returned  to  the  debt  market 
for  its  second  euro  issue. 
The  Cliom  deal  does  not 
have  a final  maturity  but 
bankers  said  it  a “final 
call  in  year  10”.  This  means 
investors  expect  the  bond  to 
be  redeemed  after  a decade. 

The  bond  was  priced  to 
yield  200  basis  points  over 
the  relevant  German  bund 
and  traded  unchanged. 
French  and  other  continen- 
tal European  investors 
bought  the  bonds. 

The  European  Investment 
Rank  launched  Slbn  of  five- 
year  bonds,  its  first  dollar 
denominated  benchmark 
issue  this  year.  The  deal, 
which  has  attracted  strong 
interest  from  buyers  in  Asia 
looking  for  quasi-govern- 
ment medium-term  notes, 
will  be  priced  today  to  yield 
an  indicative  42  basis  points 
over  the  relevant  US  Trea- 
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market.  In  addition,  a series 
of  economic  data  are  expec- 
ted later  in  the  week, 
starting  today  with  the 
release  of  new  figures  on 
consumer  prices  and  retail 
sales. 

No  reports  were  issued 
yesterday,  adding  to  the 
mild  tone  of  trading.  On  Fri- 
day the  latest  release  on  pro- 
ducer prices  showed  that  the 
key  index  was  up  by  0.2  per 
cent,  slightly  below  expecta- 
tions. 

European  bond  prices 
edged  higher  in  a day  of 
quiet  trading.  The  10-year 
German  bund  future  rose 
0.33  to  116.10. 

Last  week's  surprise  50 
basis  points  cut  in  euro-zone 
interest  rates  by  the  Euro- 
pean Central  Bank  seems  to 
have  convinced  traders  that 


this  could  be  the  last  cut  in  a 
rate  cycle. 

Wim  Dulsenberg,  the  head 
of  the  ECB.  has  indicated  it 
was  now  up  to  the  politi- 
cians to  stimulate  economic 
growth.  Hans  Tietmeyer,  the 
president  of  the  Bundes- 
bank. yesterday  reiterated 
this,  saying:  “Those  respon- 
sible for  other  policy  areas 
are  urged  now  even  mare  to 
take  the  necessary  steps  to 
improve  longer-term  growth 
prospects  for  the  euro  area." 

But  analysts  say  the  ECB's 
next  move  depended  on  eco- 
nomic recovery  in  Europe. 
German  industrial  produc- 
tion figures  yesterday  indi- 
cated that  German  gross 
domestic  product  could  have 
stabilised  in  the  first  quarter 
after  a 0.4  per  cent  contrac- 
tion in  the  fourth  quarter  of 


last  year.  If  Germany’s  GDP 
contracted  in  the  first  quar- 
ter, it  would  mean  the  euro- 
zone's largest  economy  was 
formally  in  recession,  said 
Mr  Hawkins. 

UK  gilt  prices  were  mar- 
ginally lower  with  the 
10-year  future  closing  0.03 
down  at  118.27.  It  was  the 
first  day  of  gilts  trading  on 
Liffe's  new  electronic  sys- 
tem. Last  week's  cut  of  25 
basis  points  in  UK  interest 
rates  failed  to  support  gilts 
and  was  interpreted  as  the 
last  cut  in  the  rate  cycle. 

Mr  Hawkins  said  the  con- 
flict in  Kosovo  is  bound  to 
hit  the  longer  end  of  the 
European  bond  market  at 
some  stage  as  economists 
begin  to  calculate  the  impact 
of  the  prolonged  war  on  gov- 
ernment budgets. 
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sury  issue,  broadly  in  line 
with  existing  E2B  paper  in 
terms  of  yield  spread. 

On  a day  of  quiet  and  low 
volume  issuance,  several  big 
name  borrowers  either 
awarded  mandates  or 
announced  their  intention  to 
return  to  the  debt  markets. 

The  most  notable  was 
Assicorazioni  Generali, 
which  confirmed  it  was  rais- 
ing as  much  as  €l.5bn 
($1.63bn)  through  a bond 
issue.  Weekend  press  reports 
suggested  the  money  may  be 


used  by  Generali  to  launch  a 
bid  for  fellow  insurer  INA. 

Italian  daily  La  Republica 
reported  at  the  weekend  that 
Generali  was  preparing  to 
make  an  offer  for  INA  and 
was  negotiating  a line  of 
credit  for  €2bn  in  London 
that  could  be  used  to  finance 
the  bid. 

The  deal's  lead  managers 
indicated  that  the  proceeds 
would  be  used  to  refinance 
Generali  short-term  debt 
raised  in  1998,  according  to 
agency  reports. 


The  Inter-American  Devel- 
opment Bank  has  mandated 
Morgan  Stanley  Dean  Witter 
and  Lehman  Brothers  to 
lead-manage  a Slbn  10-year 
fixed-rate  bond  to  be 
launched  soon. 

Freddie  Mac,  the  US  mort- 
gage agency,  is  to  add  to  its 
S3bn  five-year  bond  today. 

Bear  Stearns  and  Goldman 
Sachs  have  been  mandated 
to  lead-manage  a Sl.Sbn  five- 
year  global  bond  to  be 
launched  by  Associates  Corp 
of  North  America 


By  Vincent  Boland 

The  London  International 
Financial  Futures  and 
Options  Exchange  yesterday 
hailed  its  first  day  of  elec- 
tronic trading  in  UK  govern- 
ment bond  (gilt)  contracts  a 
success,  as  it  began  switch- 
ing its  fixed-income  products 
to  its  Liffe  Connect  elec- 
tronic trading  platform  from 
the  exchange  floor. 

Trading  began  in  the  five- 
year  and  10-year  contracts 
and  volume  had  reached 
25.000  contracts  by  late  even- 
ing. Hugh  Freed  berg,  Liffe 
chief  executive,  said:  “It  was 
a good  launch  and  went  rela-  . 
lively  smoothly.  Volume  rep-  ' 
resented  a good  average  day  I 
on  the  trading  floor." 

The  switch  to  electronic 
trading  at  Liffe.  which  is 
being  introduced  gradually 
for  its  stable  of  financial 
products,  is  in  response  to 
intense  competition  from 
German,  French  and  Swiss 
futures  markets. 

Last  year  the  London  mar- 
ket lost  its  dominance  of 
trading  in  German  bund 
futures  - widely  regarded  as 
European  benchmarks  - to 
Eurex.  the  German/Swiss 
futures  market  venture. 

Simon  Orebi  Gann,  Ufie's 
managing  director  of  infor- 
mation technology,  said  bfd- 
t o-offer  spreads  for  gilt  con- 
tracts had  tightened  yester- 
day from  2-3  ticks  to  1-2 
ticks.  “It  is  a much  tighter 
market  which  is  better  for 
the  customer."  he  said. 

Next  month  Liffe  starts 
electronic  trading  in  Ger- 
man, Italian  and  Japanese 
government  bond  contracts, 
euribor  finance  bond  and 
equity  index  products,  com- 
pleting the  transfer  of  its 
futures  products.  It  aims  to 
have  transferred  short-term 
interest  rate  products  by  the 
end  of  August 
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SHORT-TERM  DEBT 

Banks  hit  out  at  ‘worse* 
Russian  terms  on  GKOs 

Russia  has 

restructuring  of  the  sho^m  : . 

defaulted  last  summer,  fortagn  bankssad  gsasjg^. . 

has  cut  from  $55Qm  to.$200m  the,  - : 
for  repatriation  and  has  not 

SSEdAt rfpJSS  uses  for  ttmbfoctedmiA^ 

S^Sbanks  auttrarfsed  to  hold  roubles  far  foreign  toves- 

an  ind.caflcw^whatv^ 

molace  It  The  19-bank  committee  repreaermng  ior^gn 
KSS  of  Kef  the  GKO/OFZ 

davrt  had  tokJ  the  government  the  announced  terms,  ware 
Sfi^o  achieve  voluntary  acceptance  - 

^Constructive  steps  to^iew  a voluntary  restri^-  . 
urino"  and  a postponement  of  deadlines.  v 

Yesterday's  statement  represents  an  effort  to.  reconcile  _ 
two  opposing  views  v/itojn  toe 
believes  Russia  may  yet .bapww^dte 
alternative,  such  as  the  investment  fond  propped  to, r 
month  by  Credit  Suisse  First  Boston,  or  broader  mlteives 
along  the  same  fines.  The  other  view, 
terday,  was  that  “the  longer  this  thing  gets  delayed,  the 

"iTte  ftiar^r^Stry  said  last  week  that  hoWere & 

92  per  cent  of  domestically-held  debt  and  36  to  37  per 

cent  of  foreign-heki  debt,  had  accepted  ite  twiro. 

In  February,  Deutsche  Bank  accepted  the  Russian  terms 
on  behalf  of  an  urKfisclosed  proportion  of  its  proprietor 
and  client  holdings,  while  Chase  Manhattan  committed  Its 
own  holdings,  but  not  its  clients’,  to  the  deal. 

Clay  Harris,  London  - - 

EURO  BILLS V 

Bank  of  England  raises  €300m 

The  Bank  of  England  will  today  tap  international  capital 
markets  in  Its  own  name  for  the  first  time  since  1716  by 
issuing  its  first  evro-denomlmted  bills.  The  Bank  will  issue 
£300m  of  bills  of  six  months  maturity,  which  will  provide 
daily  liquidity  for  UK  users  of  Target,  the  cross-border  set-  : 
tlement  system  for  the  euro-zone.  The  auction  marks  tie 
beginning  of  the  process  under  which  the  Bank  of  England 
will  take  over  the  Treasury  as  the  issuer  of  euro  bills. 

Euro  bills  are  similar  to  sterling  Treasury  bills  but-are 
denominated  in  euros.  The  euro  bills  will  be  the  obligation 
of  the  Bank  of  England  rather  than  the  Treasury.  The  auc- 
tion will  be  the  first  in  a series  of  euro  bill  issues  by  the 
Bank  of  England  that  will  vary  in  size  and  maturities.  : . 

The  Bank  has  previously  covered  its  exposure  on  Target 
by  conducting  currency  swaps  from  sterling  into  euros. 

These  swaps  will  be  unwound  from  this  month  as  the  . 

Bank  of  England  euro  bills  are  issued  to  act  as  a perma- 
nent source  of  financing  intra-day  liquidity  on  Target  The 
Bank  will  also  issue  €700m  of  eu ro-d enom mated  Treasury 
bills  with  a short  maturity.  Arkady  Ostrovsky,  London  - 
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CURRENCIES  & MONEY 


worse» 


Dollar  recovers  on  early  Dow  relief 


2 raises 


MARKETS  RS>0RT 


The  currency  market’s  fears 
t*iat  * hi  share  prices 
would  triggar  a collapse  fo 
the  dollar  were  assuaged  by 
an  early  recovery  in  the  Dow 
yesterday. 

Nerves  were  frayed 
throughout  the  early  London 
trading  session  as  the  profits 
warning  issued  by  Compaq 
on  Friday  night  contributed 
to  falls  in  Asian  equity 
prices. 

f The  dollar  fell  against  the 
other  large  currencies,  with 
the  euro  rising  above  $1,088 
and  the  yen  breaking  the 
Y12G  barrier. 

Bnt  despite  a tall  of 
around  70  points  when  the 
US  stock  markets  opened, 
the  Dow  soon  recovered  and 
by  the  end  of  the  London 
trading  session  was  above  its 
Friday  dose. 

The  dollar  . promptly 
regained  some  of  its  earlier 
losses  and  closed  at  the  end 


of  London  trading  at  $1,085 
against  the  euro  and  Y12Q  l 
against  the  yen. 

Against  sterling  ft  moved 
nttle  over  the  day  as  the  sue- 
oal  relationship  between  the 
currencies  remained  intact, 
socially  given  the  feet  that 
UK  stock  prices  also  looked 
shaky  yesterday.  At  the  end 
of  London  trading  the  dollar 
was  at  $1,615  against  the 
pound. 

■ Few  analysts  changed 
their  fundamental  views  of 
the  prospects  for  the  dollar 
yesterday.  Dollar  bulls  took 
comfort  from  its  robust  per- 
formance and  dollar  bears 
shrugged  off  the  effect  of  a 

angle  profit  warning 

"The  Dow  was  always 
Suing  to  come  off  a little  to 
start  with  on  the  Compaq 
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news,”  said  ian  Shephard- 
son,  us  economist  atEfigh 
Frequency  Economics  in 
Valhalla,  New  York,  and 
long-time  dollar  bulk  But  he 

said  that  in  the  medium 

term,  the. dollar  should  con- 
tinue to  rise. 

“Today  we  saw  a small 
http."  Mr  Shepherdson  saicL 
"But  if  the  Dow  continues 
rallying  we  could  see  the 
dollar  much  stronger.’’  he 
added. 

In  riie  bearish  corner, 
David  Bloom  at  HSBC  in 
London  said  that  one  compa- 
ny’s results  could  always  be 
put  down  to  management 
error,  and  that  equity  bob- 
bles could  initially  be  hard 
to  burst 

"The  market  comforted 
itself  with  the  idea  that  the 
Compaq  results  were  indus- 
try-specific," he  said.  "As 
soon  as  the  Dow  opened  it 
was  dear  that  some  people 
were  in  the  mood  to  take 
profits.  But  in  the  end  there 
was  not  even  a small, 
healthy  set-back  for  stocks." 
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Mr  Bloom  said  that  a 
series  of  bad  results,  particu- 
larly in  the  technology  sec- 
tor, would  he  harder  for  the 
Dow.  to  survive,  and  this 
could  topple  the  dollar.  “I 
remain  a medium-term  dol- 
lar bear,”  be  sard. 

“When  the  dollar  finally 
does  turn  it  will  be  vicious, 
and.  I would  rather  be  a king 
for  that  day  than  a fool  for 
life,"  he  added 


■ The  Swedish  krona 
bounced  yesterday,  recover- 
tog  strongly  from  an  Initial 
seB-off  on  the  back  of  the 
resignation  of  Erik  Asbrink, 
the  finance  minister. 

The  market  took  the  sur- 
prise departure  badly,  mark- 
ing down  the  krona  below 
.SKrd.O  against  the  euro  on 
the  expectation  of  looser  fis- 
cal policy  to  come  and  a 
move  away  from  the  market- 
oriented  slant  of  Mr  Asbrink. 

But  despite  the  announce- 
ment of  Bosse  Rlngholm, 
widely  regarded  as  a relative 
political  lightweight  with  no 
power  base  of  bis  own,  the 
krona  rallied  against  the 
euro  to  end  the  day  little 
changed.  At  the  end  of  Lon- 

■ OTHER  CURRENCIES 

flpris  E S • 

cash  n»5&850G  - S&7342  3SJD93Q  - 35.1230 
Itapo  J7&344  ■ 3045923*00  - 234410 
tarn  494549  - 494240  300009  - 3000IXI 
KbHi  04920  - 04328  03048  - 03051 
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don  trading  yesterday  it  was 
at  SKi&960. against  the  euro, 
close  to  its  level  last  week. 

Analysts  took  a fairly  dim 
view  of  Mr  Ringholm's 
appointment,  saying  that  be 
was  likely  to  offer  little 
resistance  to  the  relatively 
expansionary  fiscal  plans  of 
Goran  Persson.  the  prime 
minister.  "The  new  finance 
minister  win  he  not  be  able 
to  push  his  own  policies, n 
said  Peter  Lindqvist  at 
HSBC  in  Stockholm. 

The  feet  that  Mr  Ringh- 
olm's appointment  was  wel- 
comed by  the  Left  Party,  the 
SDFs  more  radical  coalition 
partner,  also  suggested  that 
his  arrival  at  the  finance 
ministry'  hehn  represented  a 
shift  to  the  left 

But  Mr  Lindqvist  said  that 
Mr  As  brink’s  departure 
could  have  some  positive 
effects.  “The  market  hates 
uncertainty,  and  the  previ- 
ous dissent  within  the  gov- 
ernment was  a negative  for 
the  krona,”  be  said.  “That 
has  now  been  removed.” 
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If  you  would  like  to  advertise,  or  require  any 
further  information,  please  contact: 
Sherie  Donovan 
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What  makes  a 
Futures  Trader 


Perhaps  the  answer  is  a thorough  understanding  of 
the  markets.  This  knowledge  and  experience  is  now 
available  to  private  investors,  with  discounted  services 
on  futures  and  options  from  E D & F Man  Direct. 


Efen  the  most  experienced 

futures  traders  may  be 

surprised  by  some  of  the 

insights  into  successful 

trading  among  these 

50  “Rules”.  To  take  advantage  of  our  service 

and  obtain  your  free  copy , phone  us  now . 

FOR  FURTHER  INFORMATION  ON  OPENING  AN  ACCOUNT 
AND  YOUR  FREE  COPY  OF  “SO  RULES  OF  FUTURES  TRADING”. 
PHONE  JAMES  WOODWARD  NOW 


CALL  NOW  FOR  YOUR  FREE  GUIDE 

+44  (0)181  285  3888 
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COMMODITIES  & AGRICULTURE 


LME  to  retain  ‘open  outcry’  trading  system 


By  Gffian  O'Connor  in  London 
and  NiHdTalt  In  Chicago 

The  London  Metal 
Exchange,  the  world's  lead* 
tng  metal  market,  has 
decided  to  retain  its  century 
old  “open  outcry"  ring- 
dealing trading  system  Tor 
the  foreseeable  future. 

The  decision  came  as  the 
London  International  Finan- 
cial Futures  and  Options 
Exchange  moved  its  gilt  con- 
tract to  automated  trading. 


T,iffo  is  in  the  middle  of 
moving  all  its  financial  con- 
tracts away  from  open  out- 
cry, but  has  taken  no  deci- 
sion on  whether  to  do  the 
same  with  its  commodity 
contracts  feoffee,  cocoa, 
wheat,  barley,  freight  rates 
and  potatoes).  Sugar  is  the 
only  one  traded  electroni- 
cally. 

David  King,  chief  execu- 
tive of  the  London  Metal 
Exchange,  which  trades  alu- 
minium, tin.  copper,  lead. 


zinc  and  nickel,  and  plans 
soon  to  introduce  an  index 
contract  and  a silver  con- 
tract said  the  open  outcry 
system  is  ‘■sacrosanct". 

The  number  of  firms  par- 
ticipating in  the  ring-dealing 
system,  in  which  dealers 
shout  at  each  other  across  a 
trading  ring  several  times  a 
day  in  a price  discovery  pro- 
cess, has  shrunk  from  30  to 
15  in  the  past  decade,  though 
complementary  forms  of 
membership  have  risen. 


The  LME  argues  says  the 
costs  or  the  present  system 
are  so  low  there  would  be  no 
cost  advantage  in  switching 
and  that  [unlike  Liffe]  it  has 
no  serious  competition  in 
most  of  its  markets. 

The  decision  to  stick  with 
open  outcry  was  taken  after 
completion  or  a study  by 
PwC  and  its  own  executive 
staff.  Its  belief  in  the  present 
system  is  shown  by  the  fact 
that  it  is  currently  negotia- 
ting an  extension  of  its 


premises  at  58  Leadenhall 
Street  for  a further  five 
years. 

However,  the  exchange 
has  now  retained  PA  Con- 
sulting to  develop  an  out-of- 
hours  automated  trading 
system,  for  use  at  times 
other  than  the  ring-dealing 
sessions.  Mr  King  said  no 
decision  has  been  taken  on 
whether  this  would  replace 
or  run  in  parallel  with  the 
existing  24-hour  telephone 
market. 


To  date,  competition  has 
forced  the  switch  from  tradi- 
tional pit-based  “open  out- 
cry" trading  to  screen-based 
systems  mainly  in  the  area 
of  financial  products. 

In  Europe,  Liffe  is  initially 
introducing  its  electronic 
Liffe  Connect  system  for 
financial  contracts,  while  in 
the  US,  both  the  Chicago 
Board  of  Trade  and  the  Chi- 
cago Mercantile  Exchange 
are  running  or  plan  to  run 
electronic  trading  systems 


alongside  floor-based  trading 

for  leading  contracts- 

The  Chicago  exchanges 
have  made  no  moves  o 
introduce  daytime  screen- 
based  trading  for  their  big 
agricultural  divisions.  The 
New  York  Mercantile 
Exchange,  which  competes 
with  the  LME  in  some  con- 
tracts. and  the  New  York 
Board  of  Trade,  which  has 
an  agricultural  division,  also 
remain  predominantly  open- 
outcry. 


I.,,..——  t,..- 

Gold  rises 
on  jinflp 
in  short  • 


By  our  financial  staff  and 


Mexicans  come  to  terms  with  a 
revolution  in  tortilla  production 

The  country's  first  com  exchange  is  trying  to  fid  the  vacuum  left  by  the  liberalisation  of 
the  industry  after  nearly  a century  of  regulation,  writes  Andrea  Mandel-Campbell 


The  nondescript  metal 
door  is  easily  missed 
along  the  busy  highway, 
half  hidden  by  a dusty  side- 
walk display  of  kitchen 
sinks  and  bathroom  tiles. 
Inside,  buyers  and  sellers 
mingle  among  plastic  garden 
chairs  at  the  modest  new 
headquarters  of  Mexico’s 
first  corn  exchange. 

Launched  in  February,  the 
exchange  is  the  first  attempt 
to  fill  the  vacuum  left  since 
the  Mexican  government  lib- 
eralised the  tortilla  industry 
after  nearly  a century  of  reg- 
ulation. 

In  January,  the  govern- 
ment put  an  end  to  more 
than  4bn  pesos  (4417m)  in 
annual  subsidies,  removed 
production  quotas  on  corn 
mills  and  lifted  price  caps  on 
the  flat  maize  pancake  that 
is  Mexico's  staple  food. 

After  a pep  talk  by  organ- 
isers explaining  the  ins  and 
outs  of  the  exchange’s  elec- 
tronic system  and  the  merits 
of  anonymous  trading,  three 
sales  were  made  to  corn  mill- 
ers in  Michoacan  state. 

The  going  price  was  400 
pesos  per  tonne  - more  than 
the  millers  were  used  to  pay- 
ing when  the  government 
was  the  middleman.  Maize 
was  previously  bought  from 
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farmers  at  artificially 
depressed  prices  and  re-sold 
to  the  mills  at  an  even  lower 
cost,  but  while  the  price  is 
higher  now  so  is  the  quality, 
says  Victor  Uvera  Medina, 
miller  and  tortilla  producer 
in  Acapulco. 

"This  is  our  future,”  says 
Mr  Uvera-  “This  is  the  begin- 
ning of  a new  era  in  the  evo- 
lution of  maize  marketing." 

Once  fully  operational  In 
July,  corn  farmers  and  mill- 
ers will  be  able  to  tap  into 
any  of  50  online  offices  in 
Mexico’s  32  states,  say  offi- 
cials of  the  Maize  Tortilla 
Club,  the  organisers  of  the 

exchange. 

The  cooperative  predicts 
that  by  next  year  it  will  be 
moving  2m  tonnes  of  com 
annually  from  total  national 
production  of  l&5m  tonnes. 

First,  however,  the 
exchange  will  have  to  over- 
come the  mistrust  of  farm- 
ers, who  are  unfamiliar  with 
the  process  and  wary  after 
years  of  dealing  with  corrupt 
government  officials. 

So  dubious  was  Conasupo, 
the  government  agency  for- 
merly responsible  for  maize 
commercialisation,  that 
banks  refused  to  accept  har- 
vest deposit  receipts  issued 
by  the  agency  as  equity  on 


loan  applications  by  farmers, 
says  Abel  Castellanos,  presi- 
dent of  the  National  Union 
of  Maize  Producers. 

“There  is  a lot  of  fear," 
says  Mr  Castellanos.  “It's 
been  30  years  since  buyers 
and  sellers  have  dealt 
directly  with  each  other." 

The  result  has  been  a slow 
decline  throughout  the  torti- 
lla chain  of  production. 
Farmers,  millers  and  tortilla 
manufacturers,  faced  with 
depressed  prices  and  scarce 
credit,  have  been  reluctant 
to  invest  in  new  technology. 

Com  yields,  as  a conse- 
quence, average  less 
than  three  tonnes  a 
hectare,  compared  with  tri- 
ple that  in  the  neighbouring 
US,  while  the  tortilla  market 
remains  far  behind  the  US 
and  Central  America  in  the 
development  of  products 
ranging  from  low-cholesterol 
to  bean-flavoured  tortillas. 

However,  all  that  is  expec- 
ted to  change.  Since  the 
industry  has  been  opened 
up,  formers  have  been  paid 
as  much  as  30  per  cent  mare 
for  their  crops.  Long- 
suspended  genetic  research 
into  protein-enhanced  maize 
seeds  has  restarted,  with  the 
expected  commercial  launch 


next  year  of  the  seeds  as  a 
dietary  supplement  for  the 
poor,  says  Mr  Castellanos. 

The  once  sluggish  tortilla 
market  has  also  become 
fiercely  competitive.  After 
prices  shot  up  by  as  much  as 
a third  following  the 
removal  of  price  caps,  public 
outcry  forced  the  industry  to 
come  to  a gentleman's  agree- 
ment to  charge  3.50  pesos 
per  kilo. 

However,  some  manufac- 
turers are  already  undercut- 
ting the  consensus  price 
while  others  are  looking  to 
carve  out  a niche  with  new 
product  offerings  and  the 
goal  of  turning  the  tortilla 
from  commodity  into  a 
brand. 

The  Tortilla  Factory,  a 
combination  tortilla  manu- 
facturing plant,  fast  food 
outlet  and  convenience 
store,  is  one  example  of 
things  to  come. 

Established  as  a pilot  proj- 
ect three  years  ago  in  antici- 
pation of  tbe  market  deregu- 
lation. the  owners  are  now 
looking  to  franchise  tbe 
enterprise,  which  offers  a 
modem  version  of  a centu- 
ries-old tradition. 

Those  with  the  most  to 
gain,  however,  are  com-flour 
manufocturers  - in  particu- 
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lar,  Grupo  Industrial 
Maseca.  which  has  a 70  per 
cent  share  of  the  market, 
representing  44  per  cent  of 
all  tortillas  made. 

The  rest  of  Mexico's 
annual  14.4m  tonnes  of  torti- 
lla production  is  made  from 
com  dough,  an  ancient  pro- 
cess dating  from  Aztec 
times,  in  which  boiled  com 
is  mixed  with  lime  and  fer- 
mented for  eight  hours. 

Maseca  estimates  it  will 
increase  production  volume 
by  16  per  cent  this  year  after 
government  quotas  caused  a 
slump  in  sales  and  a decline 
in  profits  in  recent  years.  To 
do  that  Maseca  plans  to  lure 


corn-dough  millers  over  to 
the  more  efficient  corn-flour 
method,  in  what  company 
executives  admit  will  be  a 
slow  process. 

“We're  in  a time  of  transi- 
tion," says  Aiavarez  Tostado, 
Maseca  general  director. 
“The  government  can  free 
up  tbe  market  from  one  day 
to  the  next,  but  the  culture 
doesn't  change  as  quickly.  A 
tortilla  maker  who  managed 
within  a completely  rigid, 
government-controlled 
scheme  a few  weeks  ago  is 
not  a man  who  now  knows 
what  is  supply  and  demand, 
price,  profit  and  volume  - 
that  will  take  tune." 


However.  Felipe  Galindo 
Rojas  knows  one  thing  for 
sure,  he  earns  less  now  from 
his  combination  corn  dough 
plant  and  tortilla  stand  than 
when  prices  were  fixed  by 
the  government. 

The  68-year-old  tortilla  vet- 
eran is  one  of  15,000  mill  and 
35.000  tortilla  foctory-owners 
threatened  with  a predicted 
consolidation  of  the  industry 
in  favour  of  larger,  more  effi- 
cient producers. 

“The  price  of  com  is 
higher  and  profits  are  not  in  , 
line  with  investments.”  says 
Mr  Galindo.  “Before,  you 
invested  less,  made  less,  but 
your  profits  were  assured." 
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11466 

Dm 

2903 

♦1.1 

2925 

2901 

179  15,717 

Jan 

78.40 

-055 

- 

- 

- 

594 

Mar 

868 

+3 

876 

859 

181  17.676 

Dr 

66525  -0.175  67250  66550  357 

5.516 

Total 

21 4*7 188511 

Mar 

80^0 

-050 

- 

- 

- 

113 

May 

890 

+3 

888 

885 

12  17.1® 

Feb 

68275-0175  68400  68200  148 

2451 

H PIAHKW  HFMEX  (50  Tray  at;  Vbny  Ol) 

trill 

in 

8,166 

Total 

4497161 7® 

Total 

18435  110225 

Apr  3594  +1.0  30TS  381.0  11  144 

Jri  3S1JI  +1,4  3644  3814  1,335  1570 

Oct  3824  +14  3644  3044  11  1427 

Jw  383.1  +14  - - 20  140 

TaM  1438  11482 

■ PAUADKWWTMXflOOTniyii^&liiyiiLl 

Jan  385 45  +140  36840  382.75  98  2/13 

Sip  36025  +140  - - - 228 

Dec  35345  +140  - 126 

■to  35045  +140  15 

TOW  98  3482 

■ SILMH  CQ1B1  (5400  Tray  lit;  Ctatatay  gj 

Hap  4884  -34  5004  4884  18480  41.745 

Jri  492.1  -3.1  5034  4924  8474  19.765 

Sep  4014  -34  5034  5004  89  5423 

DM  4864  -34  5084  4864  308  11,173 

JM  4954  -34  - - - 16 

liar  486.7  -34  - - 121  2.489 

TaW  27,452  8*571 

ENERGY 

■ CWIffi  W.  HYMEX  P4PQ  bank-  Staid) 

Latad  Dajl  Open 

pries  ctaea  Hist  Low  M W 

Ht?  1644  -0.13  1174  1633  84468  1«K 

Jba  16.47  -049  1643  1648  45408  110k 

Jri  1844  -008  1646  1648  20952  71,328 

Am  18.34  -048  1848  1648  5/25  34,468 

Sep  1021  -009  1642  1641  3448  20411 

Oct  1648  -01 0 1849  1008  1,217  20627 

TaW  178416814457 

■ CWaCOOfEWaneO 

GPU  toy*  Open 

Price  change  Hgfa  Low  Vri  tat 

Map  1441  -005  1443  14.74  12.409  45420 

Jen  14.78  -047  1448  14.70  15,788  106k 

JM  14.72  -014  1444  14.65  4484  37404 

Ang  1444  -016  14.74  1449  611  14.146 

Sep  1445  -O10  14.66  1443  265  14478 

Oct  1441  -020  1440  1441  320  8.770 

Tow  a/a  Ufa 

■ IffAIlWIHLtWgXHZDOOUSgetocimfffcj 


■ MEAT  C81  ftOOCbu  mbt  centaBObtoteQ 

Map  25075  -740  26840  256.00  7406  34.774 

Jol  28945  -740  27840  26840  15.177  50457 

Sep  28040  -640  2BOOO  27940  987  0719 

DM  294.75  -025  30540  293.75  917  15,260 

Her  30440  -64  0 31440  304.00  183  3.471 

Jri  32040  -000  32340  319.00  24  348 

Total  2*424 116434 

■ MAIZE  CBT  (5400  Du  aft  cartal56ti  hril) 

■tap  214.25  -350  21946  21440  22,307100.420 
Jkl  219.75  -4.00  22540  21945  11.778108421 


■ COCOA  CSCE  (10  names,  SAnweM) 
Hay  1102  +4  1107  10 


+4  1107  1093  6477  10007 

+4  1137  1124  4472  21495 

+2  1168  1156  1.165  9482 

♦2  1208  1197  342  0673 

- 1243  1243  1,422  6469 

- 1269  1269  492  3409 


H 14W  HOES  CHE  (40.0CCtos  antaltal 

Apr  42475+0.100  42450  42050  1479  5471 

Jon  55425+1.100  50000  54400  4451  16,811 

JU  57.326+1.175  57.400  56.100  817  6.180 

Aug  57450+0625  57450  50675  593  5424 

Oct  55.175  +0450  55425  54.450  404  7.138 

Dm  55-575+0700  55700  544SJ  310  3,497 


Sep 

22825 

-425  23125  22640 

1405  25.446 

DM 

23440 

-440  24050  23425 

9218  88,148 

Mv 

243.75 

-3.75  248.75  34340 

1®  14,700 

Hay 

Total 

24840 

-440  25150  24840 

89  1,120 
4*112  344,194 

■ BAHJET  LJFFC  (100  tames;  £ per  tam) 

May 

7540 

-0.50 

- 149 

sw 

7440 

-025 

40 

for 

7840 

-025 

5 387 

Jan 

7840 

-025 

20 

Mv 

Totri 

BO  40 

-025 

- 586 

14135  3 Bria  14123  E BAs  14122  B HOE  14124 


■ H6H  BBADC  PKTHl  jC0*Bt\ 
Salt  Day"! 
price  change  Iflgta 

Hr  6340  -1D0  63.40  < 

Hap  6345  -140  6445  ( 

Juu  6440  -140  8440  ( 

W 64.40  -045  65.15  ( 

A«g  04.75  -045  6540  t 

Sap  85.15  -045  05.65  E 


°P"> 

LOW  VW  M 

6345  315  534 

6345  10475  33,021 

64.10  22  2,154 

6445  686  11,108 

84.70  12  1,585 

6520  111  5.1B6 

1143567,770- 


Latat  Uapt 
price  change  Mgfa 

42.17  -049  4240 
4240  -030  43.00 
4340  -045  4340 
4370  -0.15  4345 
4430  -030  4440 
4530  +0.10  4530 


i 08.  PE  (Stone} 

Sefi  Cars 
price  change  High 
12S45  - 127.75 

12645  -140  12030 
12840  -045  12945 
1294S  -045  13040  ' 
13140  - 13245 

133.00  +045  13440  ' 


Low  Vri  tat 
4145  16,137  44424 
4230  7.987  23488 
4275  2406  16473 
4145  1465  16.733 
44.10  737  9396 

4540  135  6.427 

31401168,131 


Opn 

W W 

fl  iwfl  7,550 
13416  41360 
4.121  22410 
645  1 03*8 
194  8,463 
311  7,533 
8400249497 


■ S0TA8EWS  CBT  pJWCtai  nto  cefoBBi  hnrfiW) 

Mqr  479.75  -0.75  48540  477.75  2230B  52450 

JBl  488.75  -825  48440  48850  7,580  50458 

Aog  491.75  -045  49630  488.75  703  1441 1 

Sqp  49445  -050  499.50  49340  82  7302 

Itol  50330  -030  509.00  50140  3463  36347 

JM  51440  -075  51740  51240  175  1346 

TeW  3*349188305 

■ SOTAKAH  08  CBT  (BLOOMS  centaB) 

Mey  1835  -048  1840  1831  6420  38499 

Jri  1847  - 1949  1843  3484  34.404 

tag  1946  +045  1930  1943  663  9300 

Sap  1931  +045  1930  1832  505  8,730 

Od  1935  +046  1935  1935  2«  5471 

Dm  1942  +041  1940  1957  968  21,822 

Total  12377 131345 

■ SOY  ABEAM  HEAL  CBT  [100  tons.  SflmH 

Hap  1333  -0.1  134.5  1324  8448  37,473 

Jol  135.4  -0.1  1384  1345  4432  32379 

Ang  1363  -03  1384  1384  313  11413 

Sep  1383  -0.1  1395  1373  392  9465 

Oct  139.1  -02  1405  1384  150  5.175 

Dec  1424  -03  1434  141.7  1347  15450 

Tetri  15745 1K2B4 

■ POTATOES  LUTE  {20  tones;  £ per  knap) 


TaW  13470  (0410  TaW 

■ COCOA  (flXfl)  (SWritonnel H PO 

Apr  9 Price  Pm.  day  May 

Drip 88630  87949  Jri 

■ COFFEE  UFFE  (5  Mres;  S/tana)  ** 

— — — To&S 

Hay  1463  +19  1489  1470  2.702  27.557 

Jol  1478  +14  1485  I486  3299  19.754 

Sep  1492  +17  I486  1480  935  7474 

for  (509  +18  1514  1495  148  2175 

Jan  1512  +21  1517  150B  34  605  ,nu 

Mv  1515  +21  1515  ISIS  13  139  LUN 

TOW  74®  57404  sue 

■ COBB  ‘C’  CSCE  (374008*;  cats/tod a ^ 

Hay  9730  -145  99  50  9740  7,229  15.405  (99.7% 

Jri  99.05  -140  10140  994012370  17385  1350  . 

Sep  10130  -130  10335  10135  3,404  6,601  13®  ' 

Dec  103.75  -1.10  10530  10330  1.816  4.230  1350  . 

Ito  105.45  -030  10735  105.75  488  1.462  - m 

May  107.05  -140  10830  10530  116  218 

Total  25339  4533B 

|W| 

Apr  12  PM.  day  1450  - 

Comp,  tody  — — 8434  05  68  ■ CO 

15  (bp  Storage  8173  8845  145JJ 

■ WBTE  SUGAR  UFH:  (50  toms  Stow)  15OO 


TaW  14®  15399 

H PORK  BB1JE3  CME  (40.00015:  cattgri 

May  54.000+1000  54.000  51400  546  1004 

Jri  55300+1000  55300  52400  85  1.522 

Aog  53.450  +2.425  54.025  51350  1 7 465 

ToW  8,145  45421 


For  solutions  to  today's  crossword  call  0906  843  0060. 
Calls  cost  60p  a minute. 


CROSSWORD 

No.9,96  Set  by" mGHLAOTER'' 


1932 

-2.7 

198.0 

1915  2317  10231 

Aog 

1884 

-2.8 

1892 

184.7  2231  21339 

Oct 

184  4 

-W 

187.1 

1824  434  11,928 

Dm 

1873 

-1.1 

188.6 

1®l  110  5.170 

Mv 

1933 

-0.9 

195.1 

1925  38  3241 

ROW 

Totri 

197.0 

-1.1 

190* 

1964  25  1566 

5250  542*0 

■ SUGAR  *11'  CSCE  (1124001k  catafasl 

Hay 

525 

-0.18 

5.42 

5.1610.831  5*333 

Jri 

437 

-0.20 

5.12 

*.90  62*8  58224 

Oct 

5.46 

-a  16 

553 

536  2,868  35561 

Mv 

807 

-014 

6.15 

640  678  21.438 

May 

6.14 

-0.13 

623 

6.13  237  3.423 

Jd 

Totri 

626 

-a  is 

033 

024  1®  2,184 

21,115177  JQ2 

LONDON  TRADED  OPTIONS 

Sbto  price  S taona  — Cats  — — Puts  ■ 

■ AllMHflH 

(99.7%)  LME  Hay  Aug  Hay  Am 

1250  29  64  18  3 

1300  9 40  46  6 

1350  2 24  91  9 

■ COPPER 

(Grade  A)  LME  Atey  Aug  lAjy  Ai 

1350 68  116  10  3 

1400  36  86  78  5 

1450  16  62  57  7 

■ COFFEE  UFFE  Hey  Jri  May  Ji 

1450  292  43  1 1i 

1500  242  16  1 3 

1550  192  5 1 7 

■ COCOA  LETT  Hay  Jill  May  Jl 

775  16  46  11  2 

800 G 34  26  3 

825 1 24  47  41 

■ BHBff  CRUDE  IPE  May  Jril  May  Ju 

1400  31 

1450 - - 6 3 

1500  7 55 


LONDON  SPOT  MARKETS 


_ 192 


64 

18 

38 

40 

48 

63 

24 

91 

96 

Aug 

MW 

Aug 

116 

10 

34 

86 

28 

54 

62 

57 

78 

Jri 

May 

Jri 

43 

1 

10 

16 

1 

33 

5 

1 

72 

Jri 

May 

Jri 

48 

11 

22 

34 

26 

33 

24 

47 

48 

Jdi 

May 

Jrii 

- 

30 

- 

6 

50 

55 

- 

- 

May 

2474 

-00 

25U9 

247.0 

30 

191 

Jon 

2574 

-oo 

- 

- 

- 

for 

654 

_ 

- 

- 

- 

3 

Mv 

994 

-54 

_ 

_ 

_ 

- 

Apr 

1144 

-94 

12DL0 

1154 

31 

254 

Total 

■ FRBGHT  (BfFBQ  UFFE  (SIOMex  poM) 

SI 

445 

Apr 

001 

-12 

902 

900 

22 

1415 

mw 

910 

-15 

910 

910 

81 

271 

Jm 

am 

-15 

— 

— 

- 

— 

Jol 

835 

_ 

625 

825 

5 

559 

Od 

945 

-10 

950 

945 

IB 

456 

Total 

BH 

Ctaw 

PlflV 

800 

40 

2448 

PRECIOUS  METALS 


■ LONDON  BULU0N  MARKET 
(Prices  apried  by  H M MtectiSd) 


S price  Eeqriv  SFr  eqoh 
aajoaiw 
281.1Q-2B20O 

282.  TOO  174492  260601 
281200  171334  260894 

28180-38420 
31.45-2(1 75 

aijtaug 

i Gohnarihg  Ratal  IKS  USfi 

434  6 HDiriis 4.10 

431  12  morilB  ito 

4.1  B 

nAmy  ol  ub  eta  ayh 

308359  49840 


150  12  iBorttB  . 

1.70 

S price 
281-285 
6549 


■ HATWAL  BAS  K (1X100  twn  pbbb  per  8nac| 

Mqr  9360+0440  9380  9360  IK  2345 

Ja  9330+0440  9350  9350  5 1405 

ToW  a/a  ofa 

■ HATURAL  6AS  KY1AEX  ([ilJCD  mnttn;  VmBb) 

Leant  Defe  Opea 

Price  change  High  Low  1U  tat 

Mqy  2475-0JE1  3069  24S  50358  55,739 

Jm  2-lffi  -041*  1116  2485  13571  26521 

Jri  2.125-0410  2.1*  Z105  5418  21440 

Ang  2.140  -0410  2.150  1120  4492  17309 

sap  aiw  -0413  zieo  2135  s,«i  1&090 

Oct  21B5-0403  2185  2160  24»  145B7 
ToW  66,156300539 

■ immum  Mwny 

HtHSC  (42400  US  wfcJ  CAB  QBfcJ 

Learn  Day’s  upa 

price  change  Ugh  Low  Vri  tat 

Maj  5145  *4135  5130  S0.1S  20.448  43226 

Jhn  6140  +0.16  5145  5070  0565  265*8 

Ad  SIM  +046  5145  5040  2624  10567 

A m 5145  +0.11  5145  0030  993  7.718 

Sip  6615  -044  5030  4940  438  4404 

Oct  4840  +031  - - 2 2474 

Total  34500111506 


PULP  AND  PAPER 

■ PtHJ^XtWLXlussarirriytami 

SHI  Daft  Open 

prict  vlienga  i9gh  Low  W tat 

Jdr  46740  +250  487.00  48740  ID  541 
Sap  48740  +140  497.00  48740  10  1+3 

ToW  20  SB 

futures  Data 

M Mans  too  sappM  bf  CUS 


Minor  Metals  from  Metal  BuleOn 
European  boa  marteri.  S per  pound  ai 
warehouse.  Antimony;  99  65%.  S per 
mma.  1,250.1,350  (1390-1350,  Hwnuth: 
MS  Free  MkL  115-335  (3. 10-3-1  a),  cod- 
mhmr  ndn.  9945%,  mr»  a pound.  20-24. 
Co baft:  $ pgr  pound,  min.  994%,  1540- 
1640  (1640-1 7.05,  nan  984%,  1340- 
14.50  (18.90-1540).  Mercury;  min. 
99.99%.  S per  7B  pound  flesh,  135-143. 
Molybrionunt  dnonmed  moiytxSe  axtrie, 
2.70-2.80  (2.75-2,90).  Satan  hi  itk  rein. 
99.6*.  130-2.40.  Tungsten  ore:  S per 
tonne.  33-44.  Uranium;  NuexBO,  untw- 
triaed  exetange  value  640.  Venacfitan: 
rein.  98*.  243-2.12  (2.05-2301, 


■ COTTDH  NYCE  150.00011a;  PrtWta) 

Kay  E0.48  -0.73  6140  6040  6.592  20,155 

Jri  6048  -046  8150  B0.75  1444  17.032 

Oct  6040  -030  6030  5080  10  1.B45 

Dm  59.51  -039  5095  59.30  816  16,157 

Mar  6050  -048  6098  6050  66  3418 

Hay  61.40  -0.13  6150  61.40  7 1,331 

ToW  10936  60,414 

■ 0BAHBE  JUKE  HKCE  niOOMiB;  ceaBtel 

May  87.15  -075  88.30  B7.10  7.855  15.755 

Jri  88 10  -0.45  6930  8840  1.7S3  8494 

Sep  8S2S  -0.70  90.10  8975  387  2925 

Mn  9050  -040  91-50  9040  480  3408 

Jan  91.80  -020  9250  91.70  357  2*32 

Mar  9110  +010  9110  9110  13  311 

ToW  10434  31  ABB 


VOLUME  DATA 

Open  merest  end  Itotame  data  shown  hr  commas 
traded  on  C06EX.  MVMEX.  CBT.  NVCE.  CUE.  CSCE 
and  PE  Quie  0<  ae  ore  day  ki  anears.  IMrine  & 
Open  ktoest  nob  are  to  al  traded  monte. 


INDICES 

■ Baden  Base:  IBflai  = IQOj 

Apr  12  Apr  9 nonta  age  year  i 

IE25  1324.0  13934 

■ CHE  Mm  ftlgSC  1967  s 100) 


Agra  Aprs  manta 

139.72  18742 

■ CSa  Spot  (Sase  1970  - 100) 

■90 

|WA9» 

AprO 

Apr  8 

*9° 

yov  ago 

152.72 

14946  14022 

166.71 

UB  HARSIOUSE  STOCK  (lom) 

AknUiim 

-1425 

la 

813475 

fottlaoirior 

_ 

B 

67.140 

C00PW 

+3.100 

Id 

721475 

lari 

-BO 

B 

102.400 

MtM 

-36 

to 

81460 

ane 

+1225 

» 

312960 

Tin 

-as 

to 

&185 

■ CRUDE  0O  FOB  (per  Hand) 

+or- 

DuM 

51422-442 

+0.060 

Brad  Blend  (dated) 

SI  4.44-4.48 

+0130 

Brad  Bend  (May) 

314.79-443 

+0060 

W.T1 

SI  6.42-6.45* 

■ on.  PB0DUC15  NWEprarapr  debtesy  OF  rturme] 

(Headed  Gasoikw  t 

5160-162 

Gas  Oil 

SI 26-1 28 

■22 

Heavy  fool  08 

571-73 

NapMa 

5136-139 

+2 

M has 

5154-158 

-05 

□tael 

5140-141 

-3 

■ NATURAL  GAS  (Itanflhenn) 

Bacton  iApr) 

925-928 

+044 

naataan  Arges  W (mui  ®r ni  JSs  8/33 

■ OTHER 

Grid  (per  trey  od* 

328155 

♦ 1.45 

Stav  (per  boy  od? 

49725 

+5.75 

Rrinun  (per  (ray  ozj 

336040 

+3  60 

Pririm  (per  very  ozj 

5365.00 

+zm 

Oww 

7aoc 

Lend  (US  pradl 

4500c 

Tin  IKnii  Lumpur) 

ISlGSt 

Tbi  (Hew  Yrrt) 

29)5 

caffle  fffre  nrighq 

9tJ5p 

■4.46* 

awm  (bs  imriffl 

10007o 

+043* 

(In  ririflfflft 

stm 

-* 

Lm  day  suoar  (ra nuj 

514620 

■020 

Lm  On  sugar  Mel 

520540 

-2jM 

Barley  (Big  tad) 

Vnu 

Maize  (US  N03  yetaH) 

E97JJ0 

Wwt  (US  Dark  torthj 

. £12220 

Wto(u«J¥ 

4?_00p 

RuUwr  UufliV 

4i50p 

Rubber  (H  RSS  Noll 

22340m 

+0.50 

ftwnri  01  (PMflg  7954  +254 

ran  on  maiA  *87  * .7  j 

COOra  (Phii)§  482J6 

SapheamJBl  1«JB» 

OMta  OagoriCA-  ndn  5740 

Woritapa  (64s  Super)  302c 

5*  J**  ■**  wm trim  f petrip. e chMi 

to***  ressla.  / Mnasr « ■ m no*  VLmtainwS. 

* . ■ ***  "■rtM  ‘ 1*«"4 

* 1 Weaw  c*mnB  mtamt  Ftpam  an  Madi  i»  en  now 
riptpnu 


ACROSS 

1 Still  accepts  first  piece  of 
inforniatian  (9) 

6 One  side  of  face  covered  by 
poet’s  whiskers  (5) 

9 Substantial  part  in  popular 
Gershwin  musical  f5j 

10  Pub  accepts  wager  (small) 
from  an  intermediary  (2-7) 

11  Where  astronauts  go  routes 
are  subjected  to  warp 
speed  (5.5) 

12  Fashion  which  abandons 
line  is  painful  on  the  eve 
W) 

14  Unwilling  to  change  colour, 
they  say  forcefully  (34) 

15  On  the  organ  each  varia- 
tion is  a pain  Tor  tbe  lis- 
tener (7) 

17  Without  a goal  jfs  point- 
less (7) 

19  Takes  offence  at  money 
paid  to  house  stock 
exchange  (71 

20  This  source  of  light  needs 
an  electric  current  (4) 

22  Cancer  on  the  tail  of  insect 
and  marine  crustacean 

(8,4) 

25  Electromotive  force  on 
eastern  front  is  a reversal 
for  the  French  (54) 

26  Contradict  some  of  the 
more  prominent  non-be- 

_ lievere  (5) 

27  Jumped  on  education 
authority  sports  training 
15) 

28  Instruct  class  to  produce 
bst  of  available  merchan- 
dise $,4) 


DOWN 

1 Oval's  damaged  in  concen- 
trated Are  (5) 

2 A rare  mist  dispersed  by 
wind  at  high  altitudes  (9) 

3 One  canafford  passage 
north  in  the  winter  (10) 

4 Made  an  effort  to  go  round 
very  quietly  but  stumbled 
(7) 

5 Separate  section  of  room,  a 
solid  square  in  shape,  for 
auditor  (7) 

6 Make  the  effort  to  come 
clean  m Avon  (4) 

i Porter  starts  to  realise 
a k on  S113”1  (5) 

8 Needs  guns  repositioned  in 
Kent  headland  (9) 
iJ  one  who  specifies  medica- 
tion  before  the  writer, 
right?  (10) 

14  Mcf*1  up  tuf5'  even 

16  Singer  is  against  fairing  on 
a new  lot  (9) 

18  Singer  - take  note  - 
<q  into  Post  Office  (7) 

® Revolutionary  leader,  one 
who  s neither  blond  nor 
brunette  (7) 

21  Whisky  area  in  the  Medi- 
na <5) 

2!fHteLIUl  or 

34  S sheets  on  (5) 
P'^risians  caught  in 
the  ram  was  tearful  (4) 
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Gold  prices  finishgl.  higher 
tn  London  yesterday'  ^ 
$283^0  a troy  ouace-.  coitt- 
pared  with  Ftlday1)®  Cto»  & 
New  York  of  $28W. thanks 
to  short  positions,  taken  by 
investment  funds. 

Dealers  said  gold  ro^.after 
Friday's  release  of  the 'latest 
Commodity  Futures  Trading 
Commission  cornTnltiwriits-of . 
traders  report,.  ' which 
showed  a sharp  Increase  In 
net  short  speculative  posi- 
tions, up  32,797  lots  to  9l£90 
lots  or  about  9.16m  ounces. 

“We  thought  it7  might  try 
higher  with  $285  being  bro- 
ken - it  seems  to  be  capped 
at  $284.50.”  said  one  dealer. 
-It  was  fund-buying  on  the 
Door,  a bit  of  short  covering 
with  the  CFTC  figures  com- 
ing out  and  showing  the 
I Comex  market  is  extremely 
short." 

The  imminent  wedding 
season  in  India  promises  to  - 
lift  demand  in  coining  weeks 
as  it  is  being  accompanied 
by  a bumper  agricultiualv 
crop.  Importers  in  Ahmeda- 
bad,  the  main  centre  far 
importing  bullion,  expect' 
imports  to  rise  to  10,000  TT 
bars  (each  116.64  grams)  a 
day  by  early  May. 

Cocoa  firmed  on  Liffe  after 
last  week's  slump,  with  May 
delivery  rising  £1  to  close  at 
£780  per  tonne  and  July's  up 
£5  to  £803.  This  was  attri- 
buted to  the  absence  of 
funds  taking  short  positions, . 
again  indicated  in  the  CFTC 
fortnightly  report 

Separately,  Bloomberg  yes- 
terday reported  that  Barry 
Callebaut  AG.  the  Swiss 
chocolate  group,  is  so  oon-. 
cerned  about  the  October 
deregulation  of  the  cocoa 
Industry  in  the  Ivory  Coast  - 
which  grows  40  per  cent  of 
the  world's  crop  - that  it  has 
accumulated  enough  stock 
to  make  5bn  pounds  of  milk, 
chocolate. 
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LONDON  STOCK  EXCHANGE 


London  finds  shelter  away  from  Compaq  squalls 


H^ISPORT., 

By  Peter  John 


There  were  hailstones  over 
the  London  Stock  Exchange 
yesterday,  but  the  financial 
weather  in  the  City  was 
more  seasonal  - showers 
interspersed  with  occasional 
sunny  spells. 

The  dampness  blew  over 
from  the  US.  where  Compaq, 
the  world's  largest  personal 
computer  maker,  warned 
late  on  Friday  that  profits 
would  be  hit  by  poor  sales 
and  tough  competition. 

That  sparked  off  an  area  of 
market  low  pressure 


throughout  the  high- 
performing  technology 
stocks.  Over  the  weekend  it 
deepened  and  travelled 
towards  the  UK. 

By  yesterday  morning  the 
winds  had  hit  and  London 
traded  down  almost  100 
points,  while  the  US  S&P 
futures  hinted  at  a fall  of  at 
least  120  points  when  the 
Dow  Jones  Industrial  Aver- 
age opened  later. 

But  It  had  effectively  run 
its  course  and  it  looked  like 
the  computer  maker’s  profit 
warning  was  just  a local  phe- 
nomenon. 

Although  Compaq  shares 
were  off  another  25  per  cent 


at  worst  yesterday,  they 
recovered  later  - as  did  the 
markets  that  were  suffering 
on  their  behalf. 

The  Dow  was  up  during 
London  trading  and  conti- 
nental bourses  ended  flat 
after  being  sharply  down 
first  thing.  Bond  markets 
were  also  solid. 

As  for  the  Footsie,  it 
climbed  steadily  to  close 
only  31.6  lower  at  6,441.2. 
The  lesser  indices  were 
firmer  still,  the  FTSE  250  los- 
ing just  4.6  at  5£5&9  and  the 
SmallCap  dropping  5.4  to 
2,417.9. 

Most  of  the  good  news  was 
at  the  lower  end  of  the  mar- 


ket valuation  scale.  The  mid 
cap  Index  was  boosted  by 
bids  for  Kwik-Fit  and.  later, 
for  Laporte,  the  speciality 
chemicals  group.  The  small- 
cap  index  was  helped  by  con- 
firmation of  an  offer  for 
Game,  the  computer  soft- 
ware retailer. 

However,  the  trend  spread 
to  the  Footsie  when  Dixons 
announced  it  was  exploring 
whether  to  float  its  Free- 
serve  internet  operation.  The 
shares,  which  might  have 
been  an  easy  target  for  Com- 
paq-related selling  having 
more  than  doubled  since 
Freeserve  was  launched, 
ended  nearly  8 per  cent  up. 


"All  the  Compaq  affair  has 
shown  is  that  you  have  to 
pick  the  right  stocks."  said 
David  Butler,  head  of  sales 
at  Teather  & Greenwood. 

••Interest  rates  are  defi- 
nitely going  lower,  you  have 
mergers  and  acquisitions  out 
there;  you  have  the  conver- 
gence argument  and  this 
market  is  cheap  in  relation 
to  other  markets.  I don’t 
think  there’s  much  danger  of 
it  falling  back  too  far." 

However,  the  opportunity 
for  Footsie  to  stow  its 
sou'wester  might  be  a few 
days  away.  There  is  very 
little  domestic  corporate  or 
economic  news  this  week. 


There  might  be  a broad 
consensus  that  rates  have  at 
least  a quarter  point  further 
to  fall,  but  strategists  are 
looking  ahead  to  next  week's 
slew  of  data  before  they 
makp  up  thir  minds  about 
the  timing  of  the  next  shift. 

Next  week  sees  the  release 
of  minutes  from  the  last 
Bank  of  England  monetary 
policy  committee  meeting, 
producer  prices,  retail  sales 
data,  public  borrowing  fig- 
ures and  the  latest  CBI 
industrial  trends  survey. 

Turnover  recorded  at  6pm 
was  900m.  shares,  with  activ- 
ity weighted  in  favour  of 
Footsie  stocks- 
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Dixons 
casting 
its  net 

jTOMPMf  ES  REPORT 

By  Joel  Klbazo  and  Martin  Brice 

Sector  specialists  were 
hunting  likely  bid  targets  for 
Dixons  after  the  high  street 
electrical  goods  retailer  said 
it  wanted  to  float  Freeserve, 
its  free  internet  service. 

The  announcement  late 
yesterday  was  far  from  a 
surprise  Tor  a market  that 
has  sent  the  company  shares 
soaring  over  the  last  six 
months  on  the  back  of  the 
Freese rve's  potential. 

Dixons  appointed  Credit 
Suisse  First  Boston  and 
Cazenove  to  explore  strate- 
gic alternatives  for  Frees- 
erve, including  the  sale  of  a 
minority  stake. 

One  analyst  said:  *T  think 
Dixons  is  looking  to  make  an 
internet-related  paper  acqui- 
sition. Following  this  route 
should  enable  it  to  raise  the 
rating  of  its  stock  before 
making  a move." 

Valuations  on  Freeserve 
vary,  but  several  sector  spe- 
cialists were  pointing  to  a 
figure  above  £2bn  or  around 
50Gp  per  Dixons  share. 

Dixons  has  more  than  dou- 
bled since  Freeserve  was 
launched  in  September  1996. 
Yesterday's  news  helped  the 
shares  add  another  114  or 
nearly  8 per  cent  to  £15.64, 
easily  the  best  performer  in 
the  Footsie. 


Sentiment  was  further 
enhanced  by  a “buy”  recom- 
mendation from  Warburg 
Dillon  Read. 

A bid  from  Ford,  the  US 
car  maker,  made  Kwik-Fit 
Holdings  a stellar  performer. 
The  shares  closed  almost  29 
per  cent  ahead,  up  119V*  at 
541p  with  11m  shares  traded. 

The  offer  of  560p  in  cash 
was  21  times  next  year’s 
forecast  earnings.  The  Mid- 
Cap  team  at  Dresdner  Klein- 
wort  Benson  told  clients: 
“We  do  not  think  the  bid  is 
particularly  stretching.  How- 
ever. the  likelihood  of  a 
counter-bid  against  Ford's 
deep  pockets  is  slim  and 
with  It  being  an  agreed  bid. 


it  is  unlikely  shareholders 
will  try  to  squeeze  a higher 
price  out  of  Ford." 

Ford's  move  to  increase  its 
exposure  to  the  service  side 
of  vehicle  provision 
prompted  traders  to  talk  of  a 
trend  towards  greater  verti- 
cal integration  among 
vehicle  manufacturers,  and 
led  to  a rise  of  almost  9 per 
cent  or  38%  to  469p  in  Lex 
Service. 

The  stock  has  enjoyed  the 
effects  of  a move  by  War- 
burg from  “hold"  to  “buy” 
last  week,  and  a reiteration 
of  a “buy"  stance  from 
Kleinwort  following  a recent 
set  of  results.  Its  sales  team 
was  yesterday  known  to  be 
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emphasising  to  clients  the 
attractions  of  Lex  as  the 
management  restructured 
the  company  towards  pan- 
European  vehicle  out-sourc- 
ing. 

It  was  a mixed  day  in  the 
utilities.  Scottish  & Southern 
Energy  jumped  13  to  578p. 
Goldman  Sachs  has  been 
marketing  the  shares  in  the 
US  and  dealers  spoke  of  a 
good-sized  US  order  for  the 
stock  during  the  session. 

Salomon  Smith  Barney 
has  recently  upgraded  its 
recommendation  from  “out- 
perform" to  “buy"  saying: 
“The  recent  share  price  per- 
formance is  only  partially 
justified  by  the  de-rating  of 
defensive  utility  stocks  in 
general.”  Salomons  has  a 
693p  target  on  the  stock. 

Among  the  food  retailers. 
Tesco  stood  out  as  one  of 
most  heavily  traded  shares 
in  the  FTSE  100  with  turn- 
over of  36m  ahead  of  full- 
year  results  today. 

BT  Alex  Brown,  one  of  the 
company’s  brokers,  predicts 
a 6.5  per  cent  rise  in  profits 
to  £870m.  Tesco  also  con- 
firmed weekend  press 
reports  that  it  plans  to  cre- 
ate an  extra  10,000  jobs. 

Asda  improved  1%  to 
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149%p,  but  sellers  had  the 
upper  hand  among  other 
leading  stocks  in  the  sector. 
J Sainsbury  eased  4 to  373%p 
on  speculation  that  the  com- 
pany might  announce  wide- 
ranging  changes  with  its 
quarterly  results  on  Friday. 

Weekend  press  reports 
suggested  the  food  retailer 
could  announce  swingeing 
jobs  cuts  at  its  headquarters. 
One  report  also  suggested 
the  possible  sale  of  part  of 
the  Sainsbury  family  stake. 
However,  dealers  were  sug- 
gesting the  job  cuts  would 
only  form  part  of  a series  of 
measures  to  boost  the  com- 
pany's performance. 

Credit  Suisse  First  Boston 
was  said  to  be  among  those 
urging  investors  to  9ell  the 
shares. 

Kingfisher  comment 

In  the  general  retailers, 
positive  press  comment  and 
a general  feeling  that  King- 
fisher deserves  to  trade  at  a 
higher  rating  saw  the  shares 
harden  11  to  901p. 

Boots  was  up  as  the  group 
announced  plans  to  open  its 
first  Health  and  Beauty  store 
in  Japan  in  an  «Tii«nre  with 
Mitsubishi.  The  shares  rose  8 
to  841  %p.  Profit-taking  left 
Marks  and  Spencer  G'/»  ligh- 
ter at  425'/«p. 

The  long-rumoured  move 
by  Clariant,  the  Swiss  chem- 
icals company,  for  Laporte 
was  flagged  yet  again  in  the 
weekend  press,  and 
prompted  the  usual  reaction. 
Laporte  was  ahead  11  per 
cent  in  early  trading  but 


surged  higher  on  confirma- 
tion later  it  was  in  talks.  It 
closed  ahead  almost  30  per 
cent  or  172  to  762%p. 

The  move  was  seen  as  con- 
tinuing the  trend  of  consoli- 
dation in  ch^Tpi^i-s  and  the 
positive  sentiment  spread  to 
other  groups.  Yule  Catto  was 
ahead  almost-  9 per  cent,  or 
25  to  305p,  while  Croda 
International  gained  14  to 
238%p.  BTP  gained  21%  to 
369p  and  British  Vita  rose 
11%  to  230%p. 

Drinks  group  Scottish  & 
Newcastle  brushed  aside 
recent  bearish  stories  and 
moved  11%  ahead  to  647p. 

HSBC  Securities  was  said 
to  have  been  reassured  that 
current  expectations  could 
be  met  after  a recent  meet- 
ing with  the  company. 

Pharmaceuticals  group 
Medeva  was  the  worst  per- 
former in  the  FTSE  250  after 
the  US  Food  and  Drug 
Administration  said  it  would 
need  additional  information 
before  it  accepted  the  compa- 
ny's licence  application  for 
Hepagene  hepatitis  B vac- 
cine for  review. 

Pilat  Technologies,  the 
Aim-quoted  technology 
stock,  more  than  trebled, 
gaining  25  to  35%p  as  it 
announced  the  first  sales  of 
its  new  software  to  New  Zea- 
land broadcasters. 

The  profits  warning  from 
Compaq  in  the  US  threw  the 
spotlight  onto  technology 
stocks  but  the  effect  was  less 
thaw  feared. 

While  Misys  was  off  16  at 
552%p,  fiie  volume  of  3.2m 
was  not  busy.  Others  suf- 
fered slightly,  but  Sage  was 
off  a mere  2%  at  £2237%. 

The  effect  was  felt  more 
markedly  among  the  smaller 
but  highly  rated  companies, 
although  again  the  volume 
was  not  particularly  high. 
Admiral  fell  37%  to  217%p. 

Kewill  Systems  moved 
against  the  failing  tide  and 
gained  17%  to  £14J0  after 
Teather  & Greenwood  high- 
lighted the  exposure  of  the 
software  group  to  the  poten- 
tial of  e-commerce. 
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Global  IT  issues  feel  impact  of  Compaq  optimten,  holds 

, per  cent  lower  when  the  results  coming  in  at  less  relating  to  the  electronics  and  the  worst  of  the  bad  romparisons.  Relative  to  US  # fTT  ' 

WORLD  OVERVIEW^ European  trading  day  ended-  than  half  the  consensus  fore-  industry-  industrial  newsflow  in  equities,  rontinenial  Europe  11%  1— ■-.-Ia:  - 

feratnr  pcinwms  about  a But  bv  then.  US  equities  cast,  looked  to  be  In  its  tim-  Last  week's  cut  in  interest  Europe  is  behind  us”.  _ and  the  UK  offer  the  best  ^WV^iy  III  ■ JJHL. .. 


Investor  concerns  about  a 
severe  correction  on  Wall 
Street  as  a result  of  Friday's 
profits  warning  from  Com- 
paq, the  global  leader  in 
computer  hardware,  duly 
dented  Asian  equities  but 
proved  less  damaging  in 
Europe,  writes  Jeffrey 
Brown. 

Compaq  crashed  25  per 
cent  against  its  close  on  Fri- 
day when  Wall  Street  opened 
and  was  still  more  than  20 


per  cent  lower  when  the 
European  trading  day  ended. 
But  by  then,  US  equities 
overall  had  steadied  and 
most  bourses  were  little 
changed. 

Paris,  which  had  flirted 
with  1999  closing  peaks  on 
Friday,  shed  a modest  0.3  per 
cent  while  Frankfurt,  off  70 
on  the  Xetra  Dax  at  one 
stage,  finished  with  a net 
gain  or  0.7  per  cent. 

The  main  problem  with 
the  Compaq  bombshell,  a 
warning  of  first-quarter 


results  coming  in  at  less 
than  Half  the  consensus  fore- 
cast, looked  to  be  In  its  tim- 
ing as  much  as  its  message 
for  the  much-vaunted  US 
technology  sectors.  Figures 
from  other  tech  leaders  are 
imminent,  notably  from  Intel 
and  Motorola  today. 

Helsinki  was  the  main 
European  casualty,  sliding  2 
per  cent  in  the  wake  of  a 
near  3 per  cent  fall  for  Nokia 
which  makes  cellular  phones 
but  is  invariably  badly 
mauled  by  any  bad  news 


relating  to  tbe  electronics 
industry. 

Last  week’s  cut  in  interest 
rates  by  the  European  Cen- 
tral Bank,  which  sliced  a 
deeper-than-expected  50 
basis  points  off  its  refinanc- 
ing rate  to  2.5  per  cent, 
prompted  a rash  of  positive 
notes  from  strategists. 

Merrill  Lynch  has  begun 
to  sketch  in  the  possibility  of 
a modest  global  synchron- 
ised recovery  "if  tbe  US 
remains  strong,  Japan's 
economy  starts  to  stabilise 


and  the  worst  of  the  bad 
industrial  newsflow  in 
Europe  is  behind  us”. 

The  broker  suspects  that 
both  economic  and  corporate 
profits  growth  will  be  an 
“ increasingly  plentiful  com- 
modity" by  tbe  second  half 
of  1999.  “We  may  be  within 
three  months  of  seeing  the 
turn  in  the  European  cycle.” 
it  believes. 

Lehman  Brothers,  too.  is 
upbeat,  but  mostly  taking  its 
cue  from  the  relative  attrac- 
tions of  cross-border  sector 


comparisons.  Relative  to  US 
equities,  continental  Europe 
and  the  UK  “offer  the  best 
relative  value  in.  a decade”, 
says  Lehman  global  strate- 
gist, Edwina  Neal. 

Mark  Howdle  at  Salomon 
Smith  Barney  is  a shade 
more  circumspect  on  the 
basis  that  low  euro-zone 
rates  are  no  friend  to  the 
embattled  euro.  Given  cur- 
rency weakness,  any  stimu- 
lation to  investment  inflows 
"seem  at  least  one  or  two 
quarters  away”. 


Dow  rides 
out  technology 
storm  warning 


Frankfurt  regains  its  poise 


EUROPE 


AM jHUUS 

Compaq  Computer’s  warning 
late  on  Friday  did  not  rock 
the  broader  US  equity  mar- 
ket as  hard  as  some  had 
feared  and  most  blue-chip 
shares  pushed  ahead  tn  early 
trading,  writes  John  Labate 
in  New  York. 

A series  of  upgrades  In 
other  sectors  helped  to  bol- 
ster confidence  as  the  earn- 
ings reporting  season  got 
underway.  The  Dow  Jones 
Industrial  Average  was  4626 
higher  by  early  afternoon  at 
10,222.40.  Tbe  other  main 
indices  were  mostly  lower, 
with  the  broader  Standard  & 
Poor’s  500  index  down  less 
than  1 point  at  1,347.63.  The 
Nasdaq  composite  index, 
which  is  weighted  in  high- 
tech  shares,  was  off  less 
than  1 point  at  2,592.17. 

Compaq’s  warning  its 
forthcoming  earnings  would 
be  less  than  half  of  what 
analysts  were  expecting  sent 
an  initial  shockwave 
through  the  market,  espe- 
cially computer  stocks.  By 
midday  yesterday  Compaq's 
shares  were  the  most 
actively  traded  on  the  NYSE 
and  tumbled  more  than  21 
per  cent  or  $6%  to  $24ft. 

“It’s  a major  disappoint- 
ment when  a company  of 
that  size  tools  the  analysts 
that  much,  but  people  are 
taking  it  as  a stock  - or  sec- 
tor - specific  event,”  said 
Arthur  Hogan,  chief  market 
analyst  at  Jefferies  & Com- 
pany in  Boston. 

All  key  computer  makers 
were  lower.  Dell  Computer 
shed  5 per  cent  at  $41%  and 
Hewlett-Packard  was  off  $3ft 
or  more  than  4 per  cent  to 
$66&.  A downgrading  by 
analysts  at  Salomon  Smith 


Barney  helped  put  Gateway 
2000  shares  under  pressure. 
It  was  off  $4%  or  more  than  6 
per  cent  to  $70ft- 

Semlconductor  shares 
were  mostly  lower,  with 
industry  leader  Intel  down 
$3tt  to  $6lM  after  Robertson 
Stephens  cut  the  stock  to 
“long-term  attractive”. 
Although  the  two  computer 
stocks  in  the  Dow,  IBM  and 
Hewlett-Packard,  put  pres- 
sure on  the  blue-chip  index, 
several  other  index  compo- 
nents made  strong  showings. 

Farm  equipment  producer 
Caterpillar  rose  $2%  or  more 
than  4 per  cent  to  $51%  after 
Merrill  Lynch  upgraded  the 
stock  to  “accumulate”  from 
“intermediate-term  neutral”. 
International  Paper  was  4 
per  cent  or  $lfl  higher  at  $46 
after  BT  Alex  Brown  raised 
its  rating  to  “buy”  from 
“market  perform”  and  set  a 
target  price  of  $55. 

Small-company  shares 
were  mostly  higher,  with  the 
Russell  2000  index  245  stron- 
ger at  406.01. 

TORONTO  recovered  some 
strength  after  dipping  about 
one  per  cent  in  early  trading 
following  Compaq's  profit 
warning  late  on  Friday.  The 
300  composite  index  was 
trading  1223  or  02  per  cent 
higher  to  6,902  at  midses- 
sion, tracking  a late  recov- 
ery on  Wall  Street 

Gold  stocks  outperformed 
the  market,  buoyed  by  a rise 
in  gold  prices  in  New  York. 
Banick  Gold  was  trading  95 
cents  higher  to  C$2625  in 
early  trading. 

Among  those  companies 
lagging  behind  were  tele- 
phone giant  BCE,  down  C$1 
to  C$7325,  and  industrial 
stock  Newbridge  Networks, 
off  90  cents  to  C$4825. 


Wall  St  profits  alert 
short-circuits  Bovespa 


SAO  PAULO  foil  sharply  in 
early  trading,  as  Compaq’s 
profit  warning  In  the  US 
took  its  toU 

The  Bovespa  index  was  296 
or  2.6  per  cent  lower  to 
11,032  at  midsession,  after 
rising  to  11-month  highs  last 
week. 

Telesp  Participacoes,  the 
bolding  company  for  telecom 
company  Telesp,  was  2.4  per 
cent  lower  on  reports  that 
Telesp  had  foiled  to  pay  bills 
owed  to  a Sfio  Paulo  security 
company. 

MEXICO  CITY  was 
unchanged  at  midsession. 


having  recovered  from  ear- 
lier losses  suffered  in  the 
wake  of  a soft  opening  in  US 
shares  on  Wall  Street 

The  IPC  index  was  trading 
0.62  higher  at  520426,  frack- 
ing a recovery  in  New  York. 

CARACAS  lost  ground, 
with  the  IBC  index  shedding 
6927  or  1.6  per  cent  to 
444221. 

Investors  were  nervous 
ahead  of  a decision  by  con- 
gress on  whether  to  grant 
President  Hugo  Chavez 
expanded  powers  to  tackle 
the  country’s  economic 
crisis. 


Shares  in  FRANKFURT 
reversed  early  losses,  claw- 
ing back  from  a session  low 
of  5,064.63  on  the  Xetra  Dax 
index  to  close  with  a gain  of 
33.63  at  5,167.55. 

Deutsche  Bank  was 
heavily  traded,  meeting  with 
selling  as  the  subscription 
period  for  the  shares  that 
the  bank  Is  issuing  to  partly 
finance  the  $9.7bn  takeover 
of  Bankers  Trust  of  the  US. 
The  stock  fell  to  a low  of 
€48.65  before  settling  at 
€48.97,  off  €123. 

Deutsche  Telekom  gained 
35  cents  to  €40.60  ahead  of 
first-quarter  figures  due  on 
Thursday. 

Software  leader  SAP  suf- 
fered Compaq  fallout,  slip- 
ping €523  to  €282.67.  Sports- 
wear specialist  Adidas 

The  FTSE  Eurotop  300  index  ten 
4.91  or  0.38  per  cent  to 
1,28963.  See  Euro  Prices  page. 

feU  €1.40  to  €76  after  warn- 
ing of  steeply  lower  first- 
quarter  earnings. 

Henkel  powered  ahead,  ris- 
ing €1.40  to  €68.70  after  an 
upgrade  to  by  from  hold  to 
“buy”  at  Commerzbank. 

PARIS  started  weaker,  but 
recouped  some  losses  by 
mid-session  as  Wall  Street 
opened  down  but  stronger 
than  expected.  The  CAC-40 
lost  844  or  02  per  cent  to 
4255. 

Weapons  and  publishing 
conglomerate  Lagard&re  rose 
41  cents  to  €30.71  after  offer- 
ingto  buy  the  55  per  cent  of 
broadcaster  Europe  1 it  does 
not  bold  for  €290  per  share. 

News  of  the  offer  sent 
media  and  publishing  shares 
soaring.  Hachette  Filipacchi 
Media  rose  €1020  or  5 per 
cent  to  €22520.  SPIR  Com- 
munication rose  €1.90  or  3.5 
per  cent  to  €57. 

Pernod-Ricard,  the  wine 
and  spirits  group,  fell  €220 
or  42  per  cent  to  €56  after  a 
court  ruling  on  Friday 
upheld  the  government’s 
block  on  its  $840m  sale  of 
Orangina  to  Coca-Cola. 

Renault  rose  €1.60  or  5.6 
per  cent  to  €35.60  after  Louis 
Schweitzer,  chairman, 
suggested  it  could  sell  its 
stake  in  Nissan  Diesel 
Motor,  the  truck  maker  affil- 
iated with  Nissan  where 
Renault  owns  362  per  cent 


Share  price  (£) 


Telecom  ItaBa 
Share  price  (£)  • 


Sodexho 
Sra  price  © 


Sodexho  Alliance  rose 
€620  or  4.7  per  cent  to  €152. 
The  hotel  and  catering 
group,  which  reported  disap- 
pointing first-half  sales  last 
week,  was  still  about  20  per 
cent  lower  than  its  early 
January  level.  Traders  said 
the  stock  might  be  benefit- 
ing from  bargain-hunting 
after  this  year’s  sharp  foil. 

AMSTERDAM  pared  early 
losses  to  close  off  1.56  at 
536.17  on  the  AEX  index 
after  touching  a low  for  the 
session  of  53125. 

Wall  Street's  early  weak- 
ness hit  technology  stocks. 
ASM  Lithography  shed  €1.35 
at  €43.40  and  Philips,  brush- 
ing off  an  upgrade  to  “trad- 
ing buy”  at  Goldman  Sachs, 
retreated  €120  at  €72.70. 

Elsevier  stayed  in  demand 
as  rumours  of  imminent  cor- 
porate activity  surrounded 
the  media  group.  The  shares 
added  30  cents  or  22  per  cent 
at  €1425. 

ZURICH  trimmed  its  losses 
on  a day  In  which  much  of 
the  action  was  seen  in 
smaller  stocks.  By  the  close, 
the  SMI  index  was  34.0  lower 
at  72522. 

Clariant,  rumoured  to  he 
close  to  launching  a bid  for 
Laporte,  the  UK  speciality 
chemicals  company,  edged 
SFr2  higher  to  SFr725. 
Laporte  said  it  was  tn  talks 
over  a possible  takeover  of 
the  company. 

Distefora,  a sharp  riser  in 
recent  sessions  after  the 
company  took  over  two 
internet  access  providers, 
finished  SFr2.50  easier  at 
SFrl09,  having  picked  up 
from  a low  of  SFr93. 

Construction  related 
stocks  also  outperformed, 
led  by  ZZ  Holding  which 
shot  up  SFr95  to  SFrl495.  as 


Rand  and  all  share  improve 


SOI^miCA 

A firmer  rand  added  spark  to 
hopes  for  a further  cut  in 
official  interest  rates  and 
sent  shares  in  Johannesburg 
ahead  in  good  trading  vol- 
umes. 

The  aU  share  index  ended 


242  higher  at  6,4982.  The 
industrial  sector  added  192 
to  7,4362. 

Rennert,  the  arms  to  elec- 
tronics group,  jumped  10.6 
per  cent  on  takeover  moves. 

Golds  led  the  sector  charts 
rising  892  or  2.4  per  cent  to 
2,9122. 


High-techs  give  Tokyo  low  day 


Shares  in  TOKYO  called  a 
halt  to  a six-session  winning 
streak  after  investors  lost 
their  nerve  in  the  wake  of  a 
shock  at  Compaq  Computer, 
writes  Middyo  Nakamato. 

The  Nikkei  225  average  fell 
2.1  per  cent  to  close  down 
34823  at  the  day's  low 
16,507.40.  The  Index  had 
traded  as  high  as  16,797.08. 
The  broader-based  Topix 
index  of  all  first-section 
stocks  fell  26.71  to  121620 
while  the  broader  Nikkei  300 
lost  525  to  262.77. 

The  apparent  trigger  for 
the  fall  was  Compaq’s 
announcement  on  Friday 
that  it  had  cut  its  earnings 
forecast 

Investors  were  also  keen 

to  take  profits  after  the  Nik- 
kei’s strong  rise  last  week 
during  which  it  briefly 
topped  17,000. 

Volume  was  sharply  lower 
at  603.64  compared  with 
i24bn  on  Friday.  Advancing 
Issues  were  outnumbered  by 
declining  ones  by  851  to  359 
and  H7  issues  were 
unchanged. 

Technology  issues  were 
particularly  subject  to  profit- 
kiting.  Toshiba  dropped  Y20 
to  Y850  and  NEC  lost  Y55  to 


PhSpptnes  - 

ttanfta  Corpaste 


Y 1,400.  Sony  dropped  Y360  to 
Y12.000. 

Yahoo!  Japan,  which  has 
risen  spectacularly,  closed 
down  Y9.5m  at  Y502m  on 
the  over-the-counter  market. 
The  stock,  which  has  a face 
value  of  Y50.000  yen,  fell 
Yl4m  at  one  point  during 
the  day. 

Financial  issues  were 
down.  However,  the  impact 
on  the  market  of  the  failure 
of  a small  regional  bank  was 
restricted.  Nomura  Securi- 
ties declined  Y17  to  Y1291 
and  Sakutra  Bank  lost  Y14  to 
Y378. 

MANILA  parted  company 
with  the  rest  of  the  region  to 


close  sharply  higher  for  the 
eighth  session  running, 
boosted  by  liquidity  flowing 
into  the  market  in  the  wake 
of  a fresh  interest  rate  cut. 
The  composite  Index  added 
5220  or  2.5  per  cent  to 
2,157.08. 

Traders  said  a cut  in  over- 
night rates  by  the  central 
bank,  the  ninth  this  year, 
had  freed  liquidity  for  banks, 
which  are  now  turning  to 
the  stock  market  for  invest- 
ment opportunities. 

Bank  stocks  were  strong, 
with  Metropolitan  Rank  and 
Trust  adding  12.50  pesos  to 
332.50  pesos,  and  Philippine 
National  Bank  up  52  pesos 
to  68  pesos. 

SYDNEY  moved  tower  as 
Investors  fretted  about  the 
outlook  for  Wall  Street  in 
the  wake  of  Friday's  profit- 
warning from  computer 
giant,  Compaq. 

On-line  broker  E*Trade 
fell  78  cents  to  A$6.66  while 
shares  with  a big  US  inves- 
tor base  also  lost  ground, 
notably  News  Corp,  which 
retreated  33  cents  to  AS13.80. 
The  All  Ordinaries  index  fin- 
ished off  212  at  3,0382. 

WELLINGTON  gave  up 
more  than  half  Friday's 
strong  gains,  but  trading  vol- 
ume was  minimal  at 


NZ$45. 3m.  NZ  Telecom  shed 
25  cents  at  NZ$925  and  at 
the  end  of  the  session  the  40 
capital,  up  22  per  cent  on 
Friday,  was  2924  or  1.4  per 
cent  lower  at  2.14126. 

KARACHI  tumbled  22  per 
cent  on  uncertainty  about 
whether  Pakistan  would 
respond  to  India's  Agni  mis- 
sile test  on  Sunday. 

The  KSE-100  index  lost 
28.67  to  99347.  the  first  time 
tbe  measure  had  fallen 
below  the  1,000  level  since 
March  5. 

BOMBAY  was  unmoved  by 
the  test,  with  investors 
instead  concentrating  on 
domestic  political  tensions. 
However,  the  BSE-30  index 
overcame  early  weakness  to 
close  2228  higher  at  3,463.77, 
as  some  demand  was  seen 
from  Institutional  investors 
and  local  speculators. 

The  Bharatiya  Janata  par- 
ty-led coalition  government 
is  facing  the  threat  of  with- 
drawal of  support  by  a key 
southern-based  ally,  which 
has  led  to  fears  of  a no-confi- 
dence motion  when  parlia- 
ment opens  on  Thursday. 

The  government  has 
started  talks  with  another 
regional  party  for  support, 
but  the  market  is  adopting  a 
wait-and-see  approach- 


news  that  the  group  had  sold 
its  bricks  activities  for 
SFrl40m  was  seen  as  further 
proof  the  roof  tile  maker  was 
turning  into  a conglomerate. 

MILAN  turned  negative  at 
midday  as  investors  pre- 
pared for  a sell-off  on  Wall 
Street.  The  Mibtel  index 
turned  back  from  a high  of 
25487  to  close  156  lower  at 
24.924. 

Telecom  Italia  soared  52 
per  cent  to  €929  as  Olivetti's 
chances  of  winning  its  $65bn 
takeover  bid  battle  were 
seen  to  be  increasing  after 
Telecom  failed  to  gather 
enough  shareholders  to 
approve  its  defence  strategy. 

Speculation  that  Telecom 
might  be  looking  for  a white 
knight  - rujmoured  to  be 
British  Telecom  - also 
helped  boost  the  stock.  Oli- 
vetti was  little  changed  at 
€229. 

Insurer  INA  also  bucked 


the  market,  rising  1.3  per 
cent  to  €2.72  as  press  reports 
suggested  Generali  was  pre- 
paring a bid.  Generali  edged 
0.4  lower  to  €37.80  as  the 
group  said  it  had  taken  no 
decision  on  acquisitions. 

HELSINKI  led  the  losers 
in  Europe,  with  the  Hex 
index  closing  156.44  or  22 
per  cent  lower  after  hitting  a 
life  high  last  week. 

Nokia  suffered  from  Com- 
paq’s profit  warning  and 
worries  about  technology 
stocks  ahead  of  results  from 
Motorola  and  Intel  today. 
The  stock  closed  €120  or  22 
per  cent  lower  to  €76.45. 

Among  the  shares  hit  by 
the  news,  telecom  operator 
Sonera  closed  36  cents  lower 
to  €15.49.  while  data  services 
group  Tieto  retreated  €1.19 
to  €37.60 

Merita  lost  some  ground 
after  rising  last  week  on 
hopes  of  an  interest  rate  cut. 
The  share  closed  21  cents 
lower  to  C5.0L 

STOCKHOLM  fell  l per 
cent  following  the  resigna- 
tion (rf  finance  mintstw  Erik 
Asbrink,  who  blamed  lack  of 
support  from  prime  minister 
Goran  Persson.  The  general 
index  ended  3423  lower  to 
3224.90. 

Market  heavyweight  Erics- 
son fell  in  line  with  other 
European  high-tech  stocks, 
shedding  SKr42  or  24  par 
cent  to  SKI20920. 

Written  acid  wfited  by  Mkfcaei 
Morgan,  Bertrand  Benoit  and 
Paul  Grogan 


sway  in 

Hong  Kong  has  just  emerged 
from  one  of  its  gloomiest, 
reporting  seasons  in  recent 
memory  and  the  stock  mar- 
ket is  racing. 

Since  a low  for  tbe  year  c£ 
9,146  on  February  10,  the 
benchmark  Hang  Seng  index 
surged  30  per  cent  to  dose 
last  Friday  at  11214.  The 
rapid  rise  prompted  a spate 
of  profit  taking  yesterday, 
when  the  index  closed  at 
1L744.74. 

Hong  Kong's  new-found 
euphoria  owes  less  to  mat- 
ters like  corporate  earnings 
or  the  potential  for  a further 
rise  in  noivperfqrming  loans 
in  the  banking  sector  and 
more  to  Wall  Street-imported 
bullishness  and  a belief  that 
Asia’s  recovery  is  starting  to 
unroll. 

Morgan  Stanley  Dean  Wit- 
ter is  among  those  now  over- 
weight in  Hong  Kang,  basing 
its  shifting.of  assets  on  a 
belief  the  bad.  news  is 
already  in  the  market,  the 
overall  tax  bill  has  shrunk 
due  to  cuts  in  wages  and 
bonuses,  and  valuations  are 
attractive. 

Many  fund  managers  who 
took  advantage  of  the  gov- 
ernment’s > unprecedented 
intervention  in  the  stock 
market  in  August  last  year 
to  sell  out  now  appear  to 
share  Morgan  Stanley's 
view.  The  focus  has  returned 
to  the  upside  - the  good 
□ews  like  China’s  moves  to 
accede  to  the  World  Tirade 
Organisation  rather  than 
problems  with  decelerating 
pmnnwiic  growth  and  rising 
debts  across  the  border. 

Potential  problems  in  the 
banking  sector  appear  to 
have  faded  in  comparison 
with  the  high  hopes  for 
HSBC  Holdings,  the  global 
banking  giant  that  domi- 
nates the  Hang  Seng  index. 

HSBC’s  share  price  has 
gained  HK$74  to  HK$265 
since  it  unveiled  plans  to 
seek  a listing  on  the  New 
York  Stock  Exchange,  sup- 
plementing those  on  London 
and  Hong  Kong. 

Red  chips,  tile  mainland- 
backed  companies  that  were 
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in  huge  demand  in  1997  tad 
have  since  often  proved  to 
be  repositories  of  ted  invest- 
ments, were-  among  those 
benefxtting  from  the  WTO 
hopes  late  last  week. 

Just  a few  months  agci, 
China-related  stocks  saw 
their  prices  pummelled  by 
concerns  over' their  debts 
and  fears  that  the  renminbi 
may  devalue,  despite  official 
assurances  to  the  contrary. 

Property  has  also  had  a 
return  to  favour  in  recent 
weeks.  Home  prices  are  at 
roughly  half,  the  pre-crisis 
levels  of  late  1297  and, 
despite  growing  unemploy- 
ment sentiment  on  the  sec- 
tor is  turning. 

Recent  sales  have  been 
enjoyed  healthy  take-up  and 
banks  are  competing  aggres- 
sively with  ever-cheaper 
mortgages. 'firing  the  cake, 
the  banks ' oh  ^ Friday 
trimmed  lending  rates  by 
025  per  ceni'to  820  per  cent, 
taking  the  cost  of  borrowing 
back  to  the  levels  seen 
before  the  Asian  crisis 
washed  up  on  Hong  Kong. 

“If s a great  market  if  you. 
want  to  own  your  own  apart- 
ment.” says  Adrian  Ngan, 
head  of  Hong  Kong  research 
at  BNP  Prime  Peregrine. 

Ngan  is  forecasting  growth 
in  the  second  half  of  10  to  15  . 
per  cent  for  property  pices 
and  this  wifi  feed  through  to 
the  share  prices  of  the 
developers. 

Louise  Lucas 
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KOSOVO 


Tragedy  in  the  Balkans 

A massive  humanitarian  crisis  is  unfolding  in  Europe.  Hundreds  of  thousands  of  people 
are  in  urgent  need  of  help  - your  help.  Those  fleeing  Kosovo  have  nothing  and  local 
people  trying  to  help  in  neighbouring  regions  are  overwhelmed.  They  and  those  left 
behind  are  in  desperate  need. 

Your  gift  will  provide  the  food,  clothing,  shelter,  water,  and  health  care  they  need  to 
survive  the  terrible  weeks  of  uncertainty  ahead. 

We,  the  DEC  aid  agencies,  are  already  doing  everything  in  our  power  to  help  these 
people.  But  our  emergency  supplies  are  running  out  We  need  funds.  Now. 

Please  give  what  you  can.  Call  the  Kosovo  Crisis  credit  card  donation  line,  or  send  off 
the  coupon. 

Thank  you. 
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DISASTERS  EMERGENCY  COMMITTEE 

British  Red  Cross  - Cafod  - Care  International  UK  - Children's  Aid  Direct  - 
Christian  Aid  - Concern  Worldwide  - Help  the  Aged  - Merlin  - Oxfam  - 
Save  The  Children  - Tearfund  - World  Vision 


Yes  I want  to  help 

I want  to  give  £15  □ £25  0 £50  □ £lOO*D  Other  £ 

*°n  a gift  of  £1 00  we  can  reclaim  the  income  tax  you  have  already  paid  increasing  your  donation  bv 
a third,  at  no  extra  cost  to  you. 

I enclose  a cheque  made  payable  to  the  DEC  Kosovo  Crisis  Appeal  OR 

Please  debit  my  AccessMsa/Switch/DeltayCAF  Charity  Card/Master  Card  (circle  one). 

C-"’N°  LLU  II  I M I I I I I I I It-NoCD  Expiry  Date  dm 
Please  tick  here  if  you  would  like  a receipt  □ 
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Signature 


Address 


Surname 


'v  I V 


Postcode 


Complete  coupon  end  return  to:  Kosovo  Crisis  Appesl,  PO  Box  999,  London  EC4A  9AA 


DEC,  52  Gt  Portland  Street,  London  W1 N 5 AH 


-- 


